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RAND H. MATHESON, recalled 

MR. COVERT: Mr. Chairman, we left off at 
page 57 of volume 1 of the brief; and Mr. Matheson proposes 
to continue from there. 

THE WITNESS: Mr. Chairman and members of the 
Commission, I shall not take time to read table 8) put 
I take it that it will be put into the transcript as read. 
Now, starting with the last paragraph on page 57. 

A corresponding, but not always identical patter, 
@curred in respect of other types of class and commodity 
rates in the Maritime rate structure during the same 
period, although the increases and reductions as pre- 
scribed by the Board in the general cases were generally 
acopted “in tote. " For the purposes of this presenta- 
tion it should suffice merely to refer briefly to the 
incidence of some of the other adjustments in the for- 
Mation of the rate structure which existed prior to the 
Gtiective date of the rates established under the 
Maritime Freight Rates Act. 

As stated previously(95)it was not until 
after the Canadian Government Railways became subject to 
the Board of Railway Commissioners in 1923 that the Standard 
Mileage Rates were finally raised to the level of the 
Central Quebec-Ontario basis, although in April, 1913, 
the scale was increased materially and subsequently 
raised and reduced in conformity with the general in- 
creases and decreases authorized by the Board between 


$916 and 1922. 


(95) Page 20 of Brief. 
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The origin date of the special Town Tariff class 
rates in the Maritime is not clear although it is the 
understanding that some special class rates lower than 
the standard mileage existed prior to March, 1898, when 
uniform Town Tariff class rates were established. These 
special class rates remained in effect until increased 
to the level of the standard mileage rates in July, 1905. 
Effective in May, 1913, the Central Suebec-Ontario scale 
was adopted resulting generally in increases. Those 
rates were also subsequently increased and reduced in 
conformity with decisions of the Board of Railway Com- 
missioners, even despite the fact that the Intercolonial 
Railway, and, subsequently, the Canadian Government 
Railways, were not subject to the jurisdiction of the 
Board of Railway Commissioners, as then known. 

Mec impact. of the changed policy of one 
International, coupled with the uniform percentage in- 
Greases, Was more drastic in the case of rates on 
Soceific commodities. Special commodity rates in a 
umber of cases were cancelled and the class rates Lert 
to apply. For example, for many years the rates on’ sugar 
from the Maritime refineries at Saint John, N.B., and 
Hajifax, N.S., to specified Quebec and Ontario points were 
on a commodity basis, but effective on August 12, 1918, 
the special rates were withdrawn and, in conjunction 
With the cancellation, the effective class rates were 
increased 25% in conformity with Order in Council P.C.1863 
Pieeuiy 27, 101d. As a consequence, in one swoop the rate 
On suger from Saint John, N.B., to Toronto, Ontario, for 
example, was increased from 30¢ per 100 lbs. to 503s¢ or 


by 68.3%. The cumulative increase to Toronto from 1915 


x = 


SUG Mr. Matheson 


to 1922 amounted to 162.5%. As to Quebec and Montreal, 
in the same period the increases amounted to 226.6% and 
191.6% respectively. 
COMMISSIONER INNIS: QQ. Is this still true 
with respect to sugar? 
A. Il beg your pardon? 
Q. You are still talking about sugar? 
A. iveam-stild talking about sugar. 
MRy O'DONNELL: +. .teile*not stills Gene epthouch. 
THE WITNESS: In contrast, the; general 
inereases authorized in the Central Provinces between 
1915 and 1922 amounted to approximately BUS. Similarly, 
the special commodity rates on potatoes that had existed 
from Saint John Valley points to Toronto and related 
territory were increased with the 8th class effective 
on June 7, 1917. The increase from 1915 to 1922 
amounted to approximately 107%. These relatively 
drastic increases precipitated strong protests which 
became more vociferous as their full impact impinged 
more and more upon the Maritime cconomy with the recession 
from war-boom conditions. 
I might add that there were other commodity 
rates cancelled. Time did not permit the full develop- 
ment of the various commodities. But if it would be 


of assistance, we could further analyse some of these 


tariffs that we have available. Incidentally, some of 
these tariffs are now out of print. I have in mind -- 
but I am not definite about it -- rates on such commodities 


as biscuits and molasses, which were special, and subject 
to considerable increases about that time. 


If it is the desire of the Commission to have 
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further information about some of these special commodity 
rates which were cancelled, we will endeavour to look 
through our files and develop some furcher information. 
We thought this would be illustrative of some of the 
things which took place during the so-called levelling 
period, | 

The railways attempted to mitigate the effects 
of the revolutionary increases by voluntarily reducing 
the class rates between the Maritimes and stations in 
Ontario and Quebec west of Montreal, effective on 
April 14, 1924. The reductions were in some cases too 
foce, and in any event too little. For example, the 
Pinon OLass raves. from Halifax, No... ane Saint Jonn, 
Nee. to Montreal, P.Q@., and Toronto, One... were. reduced 
as follows: 

TABLE 9 


PERCENTAGE REDUCTIONS IN FIRST CLASS RATES 
(Rates in cents per 100 ibs.) 


ieomenedifax,NeS. sTo. Montreal ,P.Q. “To Toronto, Onc. 


April 13, 1924 108 130 
April 14, 1924 104 119 
% Reduction Sa 8.4 


From Saint John,N.B. 


April 13,1924 104 1253 
April 14,1924 1004 rede: 
Reduction 3.4 8.4 


As the class rate structure between the 
Maritimes and other parts of Canada is predicated upon 
"arbitraries" over Montreal it is natural to find this 
method of rate making reflected in the rates on grain 


and grain products and other commodit ies. 
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I think, perhaps, at this time, I should define 
what an arbitrary is, for the information of the Board, 
and also give a definition of what a differential is. 

An arbitrary may be a fixed amount which a 
transportation line agrees to accept, in dividing a rate, 
or a fixed amount, added or deducted from a rate from one 
station, to make a rate from another; or, a fixed amount 
added to, or deducted from, a rate to one station to make 
a rate to another station. 

On ithevother nand, a differential is the 
agifference established between rates from related points 
Se. Oragin, Or to related points of destination, or by 
different routes between the same points. 

MR. FRAWLEY: @, As a matter of interest, i 
Suppose that your definitions are taken from some text? 

A. i have checked up on these definitions in 
Seoerm to Clarify it, in the texts. 

Mr. O'DONNELL:  Q. In. the textuwhicn ic 
rererred tO in the footnote? 

A. No. There is no footnote on that page. I 
took as a source, the'"Freight Traffic Red Book”. 

MR. FRAWLEY: @. That 18 a pubiication ol cic 
American railroads, is it not? 

A. if-is an corficial publication, butel togee: 
the name of the organization. However, it has deen 
published for years. 

MR. O'DONNELL: Q. .It is just a treatise written 
by someone. It is not an official document of any kind? 

No, not an official document. It is something 
like an engineer's handbook. 

THE CHAIRMAN: Is there any disagreement about 


the definitions? 
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MisesO ‘DONNELE:. <L-do, noti)imow.. I have not 
read it. 

THE WITNE’S: The primary purpose of arbitrarics 
is to maintain relationships. However, when rates are 
increased percentage-wise with no regard to relationships, 
the natural consequence is disrupted parities with the 
resultant handicaps to more distant industries in 
competitive markets, The system of constructing rates 
between the Maritimes and other parts of Canada was a 
logical product of the policy inherent in the construction 
and operation of the Intercolonial. 

The general increases and decreases, coupled 
with the realignments occurring during the period 1912 to 
1925 resulted in substantial increases in arbitraries 
Rel. Montreal rates between the Maritimes and 
Quebec-Ontario ee eca 

LU«LS nOtawitnout slenifvicance tnaviedes pice 
considerable increases in the inter-territorial rates the 
resultant relationships between groups in the Maritimes 
were not materially altered. For example, in 1912 the 
first class rate from Halifax to Toronto was 2¢ over 
Saint John and emerged in 1925 4d over. 

I think one of the contributing factors in this 
respect, was the reduction which was implemented by the 


railways, voluntarily, on April 14, 1924. 


96) Appendix 63. | 

OT As previously noted supra the arbitraries between 
the Maritimes and Western Canada over Montreal 
were considerably reduced by General Order No. 366 
of the Board of Railway Commissioners, effective 
Apri. Lou, 1Oec. 
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From Sydney to Toronto the first class arbitrary 
over saint John was 10¢ in 1912 compared with 103¢ in 
1925, (98) 

For many years the domestic ee on grain and 
grain products to the Maritimes have been based on 
arbitraries over Montreal. The structure was reviewed 
by the Board of Railway Commissioners in 1917 and increases 
were authorized. The arbitrary to Saint John was increased 
by 23¢ per 100 lbs. from 10¢, and to Halifax the Board 


prescribed an additional 1¢ which it considered "as the 


(99) 


proper relationship. 
The export and import rate structure to and 
from Maritime ports also reflected the incidence of the 
general adjustments, both in Canada and the United States. 
However, the port differential relationships which had 
been extended to Halifax and Saint John in the '90's were 
generally maintained in this period although it was not 


until October, 1923, that Halifax was finally equalized 


Ween Saint John and Portland, (10°) 


(98) In contrast the 21% Freight Rate Increase, which 
became effective on April 8, 1948, resulted in the 
first class arbitrary over Toronto-Saint John rate 
Spreading from 4¢ to 5¢ to Halifax, and 103¢ to 
13¢ to Sydney. 

(99) Judgment of the Board of Railway Commissioners, 
dated July 17, 1917. (General Order 202). Sub- 
sequently these rates were increased and decreased 
in consonance with the general adjustments effected 
during the period. 

(100) The failure of a greater volume of Canadian export 
and import traffic to flow through Maritime ports 
instead of U.S. channels ‘continued *to be ther cause of 
considerable dissatisfaction, particularly in Saint 
John and Halifax. This situation influenced in 
1923 the establishment of a 10% reduction to the 
Preferential Customs rates applicable when imports 
were shipped direct to Canadian ports. Subsequently 
thie application of the Customs Preferential ParitrT 
was made dependent upon direct shipments through 
Canadian ports. This was another milestone in fur- 
therance of the efforts to encourage traffic through 
Canadian ports - a policy that had been the subject 
of specific provisions in a number of ‘cts respect- 
ing railways in Canada. 
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And with reference to the question which was 
raised yesterday about the use of the term and expression, 
I stated that that was my opinion. 

THE CHATRMAN: }. When you say that Halifax 
was equalized with aint John, what did you mean? 

A. They were put on the same export and import 
rates. 

a And when you say "rates", do you mean a lump 
sum? 

A. A lump sum, Before 1923 Halifax took a 
Bie cenu differential over saint Jonn. 

O.. It would cost more? 

Ae One Cent more Over Saint Joni. thay 1s frent, eei. 
It was a matter of controversy for some years, going 
back to the early 1900's, in any event, and there was an 
agreement with the Grand Trunk Railway in regard to the 
through rates from Montreal to the West; and it was 
Stipulated at that time that Halifax would take a one cent 
differential over Saint John. That was part of the 
agreement. 

Ar You say that it was "not Until) Uctober, 1923, 
that Halifax was finally equalized? 

A, That is right. 

Q. Le chav sully going on: 

A. Ves. 

as It costs the same to ship from Montreal to 
Halifax as from Montreal to Saint John? 

a5 Miatv is rignt. That fits in with the port- 


Sifferential rate structure, to which I shall make 


further reference. That applies to export and import 


rates. 
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Q. Both ways? 

Pe eelisce ts rent. I refer to the word "commercial- 
izing", and i express it 4s an opinion. GP red 
is a footnote. Turn to page 21 of my brief, where Mr. 
Frank Cochrane, who was then the Minister of Railways, 
said: 

"I am trying to run the Intercoolonial on 

a business basis ... I am satisfied that increases 

in rates are necessary." 

Right through there I indicated that the levelling up 
process was indicative of the fact that they were trying 
to carry out the policy which was implemented in 1912, 

in the process of commercializing the Inter- 
colonial there emerged, before the Maritime Freight Rates 
Act became effective on July lst, 1927, a marked similar- 
ity between the basic rates of the Maritimes and the 
Central Quebec-Ontario structure. Even in the case of 
some commodity rates, which are influenced considerably by 
particular conditions and circumstances, the basis was 
either similar or identical. For example, the normal 
mileage scale on lumber in the Quebec-Ontario territory 
was reduced to the Maritime level in 1907; the Maritime 
scale on cement was increased to the Central Quebec- 
Ontario level in April, 1926; the rates on newsprint from 
Meritime originating points were established on the 
Quebec-Ontario level in 1923, etc. 

The Maritime Freight Rates Act re-established 
partly the policy inherent in the construction and opera- 
tion of the Intercolonial Railway -- a policy which 
recognized that: 

(a) strategic considerations resulted in a 


railroad 250 miles longer than necessary; 
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(b) "commercial considerations were subordinated 
to national, imperial and strategic considera- 
tions; " 

iiese are the words of. the Duncan Report. 

(c) the Intercolonial was intended "to afford Mari- 
time merchants, traders and manufacturers the 
markets of the whole Canadian people instead 
of the restricted markets of the Maritimes 
themselves; " and 

(d) the cost of the railway "should be borne by the 
Dominion and not by the traffic ony the Pe 
That reference is taken from the preamble to 

the Maritime Freight Rates Act. 

In order to re-establish this policy in the form 
of a "broad measuring" the Act provides, among other 
things, that - 

(1) The rates on the lines of the Canadian National 
Railways located from the Seaboard to Diamond 
Junction and Levis, Quebec, designated as 
"Eastern lines," are required to be reduced 
by "approximately 20 per cent." 

(2) The "approximately 20 per cent" reduction is to 
apply on the "Eastern lines" proportion of the 
through rates from points in the "select 
territory" to points outside, and on export 
traffic from points in the "select territory" 
to ocean ports in that territory. 

THE CHAIRMAN: Q. Just to ocean prts? 

Pe ob Leis Ce Lis 

Q@. Wousay:."..« . export traffic from pointa.an 

the 'select territory' to ocean ports in that territory"? 


Poe thay. o6 vight, Bir. But in the event of movements, 
(101) See Preamble to the Maritime Freiget Rates Act. 
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our domestic rates arelocal rates, not for export, and 
the Maritime Freight Rate Act applies. I think it 
should be pointed out here that there has been, at times, 
a misconception as to the Maritime Freight Rates Act. 
People in various parts of the country are under the 
impression that it applies on the whole rate from the 
Yiginating point to destinations in Canada. BUC 
Should be made clear that it only applies on a portion 
of the whole rate. 

POY exoanpie abritish Columbia toy Doronte, on 
that distance it is not very great at all. But iewi lt 
refer later on to the method by which this 20% is applied 
as a proportion on the through rate. 

@. That is, the 20% reduction stops at a certain 
point as you go west? 

Aw that is rient. Let us assume,” for example, 
that the rate is $1 from Halifax to Toronto; and let us 
assume that the mileage of the select territory is 500 
Wites,...6% US “sey, to Diamond Junction; and thet 2t-is 
500 miles beyond Diamond Junction to Toronto. Therefore, 
we would have that territory divided fifty-fifty; and on 
the rate of $1, 50 per cent of it would be for the 
preferred area, and the other 50 per cent would be beyond. 
So the 20% would apply on 50 cents, which would be a 
reduction £0 and from Halifax. to Toronto. 

MR. O'DONNELL: It is all contained in section4(b) 
Of the 4ct. I just wanted to clear that point. 

THE CHAIRMAN: Q. But in the case you have just 
given, where would the reduction apply? 

A. From westward only, because the Act does not 


apply on goods going to the United States. Ni vine are) 6 Hg 
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to destinations in Canada, within the territory and out of 
ay oars 

(3) The reductions are not to apply on - 

(a) all-rail movements to or from the United 
otates; 

(b) eastbound traffic from points west of 
Levis and Diamond Junction; 

(c) import traffic; 

(ad) export traffic from points outside the 

"select territory"; 
(e) passenger and express movements. 
THE CHAIRMAN: Q.. In that clause (4), export 
traffic from points outside the "select territory"? 

A. rrom Montreal, let us say, to Halifax, tone 
Maritime Freight Rate Act is not applicable; but on 
export traific. 

Q. But it would be on domestic? 

Wee eNO, mOe ever on GoMmestic. It does not apply 
eastbound. 

Q. So the word "export" is not necessary there? 

A. There is another paragraph, (dad), which reads: 

"export traffic from points outside the 
Select Cerrivory'’. 
And in connection with (d),it means export traffic as 
Well. eastbound and loécal traific, sir, is not subjecs 
to the Maritime Freight Rates Act, nor is the export 
traffic from points west of Diamond Junction, although, 
on export traffic within the smMaritimes, the Maritime 


Freight Rates Act is applicable, 


(Page 3501 follows) 
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That is to say, let us say lumber originating at 
Campbellton, New Brunswick -- almost on the New Brunswick 
border, as you know, sir -- the Maritime Freight Rates 
Act would be applicable in connection with the movement 
on that export traffic via the port of Halifax, to the 
port of Halifax. 

Q. It would be applicable? 

Ae LG would be applicable, thatuts Pright sir: 

The Act is mandatory on the Canadian National Rail- 
ways, but is permissive for the participation of other 
railways in the "select territory." 

Among the other important sections of the Act are: 

Section 7" == 

THE CHAIRMAN: Q, Tell me what is meant by being 
permissive to the railways? 

A. The Canadian Pacific Railway, for example, is 
not compelled to reduce its rates by 20%, and obtain 
reimbursement under the Maritime Freight Rates Act. 

Q. They may if they want to? 

A, They may if they want to, but they have elected 
to == 

Q. Make it a competitive rate? 

AvuTnatoreurient; sir; they<have elected so, to.do, 
whereas the Act is mandatory on the Canadian National 
Railways. 

"Among the other important sections of the Act are: 

Section 7 which declares the rates to be statutory 

and not based on any principle of fair return; and 

Section 8 which provides for a measure of protection 

against the "advantages in rates" being rendered 


nugatory by reductions outside the "select 


territory." 
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For example, let HS SAt, immediately after the 
Maritime Freight Rates Act came into effect, the railway 
reduced the rate from Toronto to Montreal by 20% or 10% 
as the case may be to offset the reduction effected by 
the Maritime Freight Rates Act and the statutory rates, 
That would not be permissive under Section 8. As an illus- 
tration, the rate on points from Retsof, New York, was 
reduced to points in Quebec after the Maritime Freight 
Rates Act came into effect. Those rates were implemented 
from United States points, incidentally, on the New York 
Central, originating at Retsof. The Board intervened and 
had those rates cancelled and re-established the level 
that existed, which I think, speaking from memory, they 
had on what we call. the sixth class basis, which were in 
effect previously. The rates had been reduced in order to 
encourage business from Retsof and other points in Northern 
New York State, and the Board stepped in on complaint, 
and had those particular rates cancelled because they des- 
troyed the statutory advantages of the Maritime Freight 
Rates Act. The reduced rates from Retsof had an off- 
setting effect in regard to the reduction on the rates on 
salt under the Maritime Freight Rates Act. 

COMMISSIONER ANGUS: Q. Would new competitive rates 
be forbidden? 

A. I discuss this further on, Commissioner Angus, 
in connection with the competitive rate aspects. However, 
in connection with competitive rates, the Act is appli- 
cable if it prejudicially affects and destroys the sta- 
tutory advantage. That is by reason of the Supreme Court 
decision in the Potato case. I refer to that case later 
on in discussing the Maritime Freight Rates Act, and I will 
give you the reference as well. However, all they could do 


under Section 8 is .cancel the rates that give cause to the 
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complaint, and if, for example, the railways are 
endeavouring -- 

THE CHAIRMAN: Q. What is the effect of the 
Cancellation? 

A. It goes back to the so-called normal rate. How- 
ever, that situation renders that section noreen less 
Vaiuetess, because the railways lose that traffic. A 
further recommendation is made in connection with that; 
it is too stringent. 

J. There 1s too much protection, you mean? 

A Well, I do not feel the railvays should be 
tied down. They should give us a2 corresponding reduction 
in circumstances of that kind, rather than to have the 
rate disallowed and not participate in\the traffic, 
Because pf this competitive traffic they are obtaining 
certain revenue that is adding to the cost. 

92. Do you mean to say that now the railways are 


not allowed to make any reduction at all? 


' 
A 


No, Mr. Chairman. 
OO Frovided it is not so low as to -- 
me Pre judicially affect or destroy the advantages. 
A) That is the test? 
A, That is the test. 
MR. O'DONNELL: .2. In each case: 
A In each case. 

MR. O'DONNELL: Mr. Chairman, the case referred 
to, of Retsof, was a case of the New York Central having 
put a rate in. 

THE: WELONESS:, That 26 rights I chink FI 
mentioned that. 


THE CHAIRMAN: Q. And you say there should be 
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another way out of all this? 

Be rh Wea. 

Oi. eYOU Buegesh 1b. later on? 

A 1 CURLOS Cty Later On. 

If the policies of the Intercolonial - which 
are now in statutory form - have been rendered ineffectual 
by changing conditions and the inadequacy of the Maritime 
Freight Rates Act as drafted to cope with the changes 
in furtherance of the recognized policies (particularly 
the policy “to afford Maritime merchants, traders and 
manufacturers the larger market of the whole Canadian 
people") then, in order not to have these policies 
Stand defaulted, amendments are necesaary to match the 
elrects. Of «changed. conditions and circumstances: 

MR. FRAWLEY: Q, Where is that quotation from 
Is that from the preamble? 

A. From the preamble, also from the Maritime Freight 
heeeec ACt.* As.1. think J pointed out in the previous part. 
the preamble is in essence or in Seana words the Duncan 
Commission's findings. 


(c) After the Maritime Freight Rates Act and 
the Existing Domestic Rate Structure. _ 


It is the general consensus that the application 
or the Maritime Freight Rates Act had, at its inception 
at least, the salutary effect of arresting the adverse 
trend in the Maritime economy and improving the compe- 
titive position of small scale and marginal industries, 
even though the reductions in gome cases did not re- 
establish rate-wise the relative position that had 


prevailed before the ‘levelling-up" process had been 
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(102) 
Liepvivuted . 

When the Act became effective, the inroads 
which commercial motor vehicles had been making on 
Potaveay Lrattic, particularly in the Gentvral Provinces, 
had been causing considerable concern to the railways. 

In fact, a decision had. not been reached as to what 
measures should be taken to meet the growing competi- 
“oastpaaamn TOUS SicUa cron Vended’ vO Of set Tie Lule 
benefit of the Act from materializing at the time Mari- 
tame industry should have been adjusting) itself 
edvenvaceously to the new structure, “Yeu; if the 

Ber had not been passed, the effects of the growing 

Pruck Ccompeuvition in the larger competitive markets 

of Canada would undoubtedly have worsened the competitive 
DOscivi0n Of Maritime industries and, concomitent woth the 
g@epressea conditions of the '30's, could possibly have 


(104) 
feopard 2eq 1 tiem irreparably. 


(102) It is also possible that some rates re- 
Sesveplisned On the same relative Dagis as: existed 
in tole would be, in and of thenseives, reasonepire 
and AistaneunciN aN? 

(103) See page 22 of Brief. 

(104) Mackintosh at page 70 of his study for the 
Sirois Commission made this observation respecting 
the depression period - "The income of the Maritime 
Provinces during the cycle twas considerably more 
stable than that of the other regions. This 
Was Cue atv least’ in parti the efrecis of che 


Maritime Freight Rates Act’, etc. 
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As the depression and increasing competition 
oF Other carriers were reflected in the operating 
revenues, the railroads - in the early '30's - undertook to 
meet the situation by drastically reducing rates to 
recoup some of the traffic. This policy was more 
manifest in the Central Vrovinces whre, for various 
obvious reasons, competition was keener. As a consequence 
some of the benefits that had obtained from the Maritime 
Freight Rates Act were whittled away and, in some cases, 
the relative position of Maritime industries rate-wise 
Was worse than before the Act. This sivuation Torced 
some Maritime industries to resort to increased 
Ure. saciOn of Water Carriers in ‘order to recvain 
a share of the CentralCanadian markets. The railways 
implemented seasonal competitive rates between the 
Maritimes and the Central Provinces to hold some of the 
traffic. Unfortunately, those competitive rates 
terminate generally on November 30th each year, and 
for the psriod between November 30th and about April 15th 
rie nhicher rates apply while competitors in the Central 
Provinces, because of the all-year prevalence of competi- 
tion, enjoy reduced rates. 

THE CHAIRMAN: Q. Have these dates anything 
to do with navigation? 

AST) am" S0ine to “qualify that, Mrs Chairman, “2 

had a note here. Most or all of the so-called water 
competitive rates in the central provinces also terminate 
on the close of navigation. However -- and I am speaking 
now of section 1 of Canadian National Railways Tariff 
C.M. 195 -- there are continued a large number or I would 


Say a greater proportion of their competitive rates 
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tO meet motor truck competition, and that is for 
the whole ‘year. 

COMMISSIONER ANGUS: Q. How is that pos- 
Sible, in view of what you told us about section 8? 

A. Commissioner Angus, we cannot under section 8, 
iyche Diener the povato case, have those’ competitive 
rates cancelled or have a corresponding reduction effec- 
ted, unless: we can indicate definitely that we are 
prejudicially affected. Now, let us asgume that between 
X and Y in Ontario there is a competitive rate, 
implemented to meet competition, and let us assume also 
that the rate by truck is lower, and the question of 
prejudice arises: let us assume that the railways were 
forced to cancel those rates; let us assume we indicated 
Prejudices) “insofar as ther rates» are concermed, the 
question arises as to where the prejudice is if the 
goods can still move by truck at the reduced rate. 

a.  Youymean you cannot get the rates” cancelled 
a tne y ere raviwey Compevitive raves? 

we. (hay 2e¢riegnt. Vin other*words, che Ace-as 
Valuetess: where it is a@ bone fide case of competition, 
where the rates are bona fide competitive rates. 

THE CHAIRMAN: Q. That is, where the trucks 
would take the traffic if the railways did not’ 

iy treat, Le “duce” prent. 

Q. And the Board has no jurisdiction over trucks? 

A. And also under the Railway Act competitive rates 
are at the discretion of the carriers unless unjust 
discrimination can be indicated. 

MR. O'DONNELL: You are protected if you 


can show you are prejudiced. 
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THE WITNESS: That is it. 

THE CHAIRMAN: I beg your pardon, Mr. O'Donnell: 

MR. O'DONNELL: ‘They are protected if they 
can show they have been prejudiced by any competitive 
rate, but they must show it. 

THE CHAIRMAN: Even by competitive rates. 

MR. O'DONNELL: Yes. 

THE WITNESS: That is, rail competitive rate. 

THE) CHATRMAN?:( QO.’ If “the competitive rate 
does prejudice you it must be cancelled? 

a, Thay 1s the unfortunate pert of 1Gs9 sia, 
on section 8 as it reads now, according to the Supreme 
Court decision. 

Q Do you mean unfortunate because there is 
no substitution, the rate goes back to normal? 

A. Goes back to normal. Then if the railways -- 
end i am quite favourable in this respect, in this 
matter -- could get some revenue out of those. rates 
over and above their out-of-pocket cost, well, they 
have lost that; and I do not think it: isa. good thing 
that they are not able to get some revenue. 

oe yeu told us just) now) that’ you, had er remedy. 
to propose later on? 

he Wes, Mr. Chairmans 

Railway traffic in the Maritimes suffered 
from motor truck competition and the railways were 
compelled to establish motor-truck competitive rates 
and other arrangements, including pick-up and 
delivery service. However, the number of competitive 
reductions has been considerably less in the 


Maritimes, attributable in part to the limited 


ot pe “Tt ve 
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quantum of attractive package traffic and in part 
to the lower rates under the Maritime Freight Rates 
Act It is to be noted that rates reduced to meet 
competition are subject to reimbursement under the 
Maritime Freight Rates Act. 
A study of carload competitive rates on the 

Canadian National Railways in the Central Provinces as 
of August 15, 1947 and March 19, 1949 -- 

I want to mention the date here, March 19, 1949. 
These competitive rates are changing all the time; 
and you have to anchor them somewhere if you are going 
to make a study of them. Now, the question may arise 
whether it was fair to take March 19, 1949, in view of 
Mier acho that ion or about April 25. Is about -theisperiod 
when, for example, the water competitive rates are 
re-established. Is it fair to anchor any study at that 
perticular time? Unfortunately, the time we had 
available was limited, and it was not with any 
forethought of taking what we thought would be the better 
period. We wanted to see what the picture was at the 
latest date possible, and this study was commenced 
ev ones tine, and you willenotice) from vwolumei2 all 
the rates that we have there involve a tremendous amount 
of work, so that was the reason why we took these 
Specific dates, and I think in fairness it should be 
Stated, because there have been considerable changes 
that have taken place since March 19; there have been 
Some reductions and I think there have been quite a 
humber of increases, and I think that that should 


Pemiunlified at this point of the brief. 
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A study of carload competitive rates on 
the Canadian National R@ilways in the Central Provinces 
as of August 15, 1947 and March 19, 1949 indicates 
average reductions from the normal rates ranging 
from 18.6% to 34% for mileages as per the subjoined 
table. 

i am going over this table, Mre=Chairman, 
end I want to incorporate some additions. Table 10 
is entitled, "Comparisons Percentage Reductions 
of Typical Competitive Carload Rates vis-a-vis Typical 
Normal Rates for Commodities as per Appendices 33 and 
46 by Mileage Groupings”. Under the heading "Approx- 
imate Mileage Groups", under 100 miles, "1947 - % Re- 
duction Competitive Rates to Normal Rates’ -- that is 
the reduction that was put in on a number of items 
that we checked -- represented a reduction of 29.6% 
as a typical rate, working in the case between the 
arithmetic mean and the medium. For the distance of 
101 to 200 miles, 30.9%; 201 to 300 miles, 20.5%: 
Eovo HOO miles, 16/6%: 401 to 500 miles mricl; 
18.8%; and 501 and over, 26%. 

In the next column, "1949 - % Reduction 
Competitive Rates to Normal Rates" -- there has to 
be added there, “assuming a 15% increase". 

THE CHAIRMAN: @, What is that? 

A. "Assuming the 15% increase’ . 


(Table referred to 
set out on following 
page.) 
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fee 105) 
TABLE 10 


COMPARISONS PERCENTAGE REDUCTIONS OF TYPICAL COMPETITIVE 
CARLOAD RATES VIS-A-VIS TYPICAL. NORMAL RATES FOR COMMOD- 
ITIES AS PER APPENDICES 33 and 46 BY MILEAGE GROUPINGS 


a 
rE 


1947 - % Re- 1949~ % Re- 
duction Comp. duction Comp. 
Approximate Mileage Rates to Nor- Rates to Nor- 


Groups, mal Rates, mal Rates. zs 
Under 100 miles 29 .6% 34 .% 
mote to 200 miles incl, 30.9 34.2 
20160 300 miles inel, 20.5 QU. 
301 to 400 miles incl. 16.6 230 
401 to 500 miles incl. 18.8 19.5 
501 and over 26.0 29.7 


The study revealed also that specific reductions over 
40% were frequent, ranging as high as 82%. 
x Normal rates increased 15% were used to correlate with 
railways! proposals, 
THE CHAIRMAN: 2. Why do you assume? 
A. Mr. Chairman, on September 15, 1948, the 
railways increased their competitive rates by 15%. 
Av that time, of course, they had their applicavion 
filed for a 15% interim increase in normal rates or 
a 20% increase permanently. That application, as you 
know, is sub judice. The 15% interim application was not 
countenanced by the Board of Transport Commissioners, 
and the 20% case was continued, so in making this 
study we took it asSuming on the normal of the 15% 
increase , 
9. You had assumed that there was a 15% increase? 


A. We were assuming that there would be. With 


(105) See Tables and supporting data in Appendices 21 to 
46 inclusive. 
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all deference, we are not acknowledging that it was 
justifiable at the present time, but in approaching 
the study we made an assumption for the purpose of 
the study of a 15% increase. 
Q. So the first figure, 34.5%, assumes an increase? 
wey THe Sse iene. 
See Witch us really nov. in errecr? 
he Which is really not in effect. LT want to quality 
that, and I am going to give you percentages based on 
the regular rates as on March 19, 1949. The columns 
there will speak for themselves, and are being read 
into the record: 34%, 34.2%, 24.5%, 2q 23.8%, 19.5% 
and 29.7%. Now, on the basis of the competitive rates 
vis-a-vis the regular normal rates as of march 19, 
20% under 100 miles, 23.7% 101 to 200 miles, 12.8% -- 
Q. Pardon me; will you please start those again. 
Whoch column are you referring to*% 
A. These are new percentages, Mr. Chairman, that 
Lt am incorporating to give the relationship between 
competitive rates and the normal rates as of March 19th, 
instead of the assumption we had in the other column. 


Q 


Uo 


You @re substituting that for the assumed? 

A NO. 2m SUGGINne tiie in as weil, aie. 

Oo. What is it, then? Does it reflect the actual 
ec Ondition? 


tone OL miec dale, Si. 


O 
; 


hs of March of this year: 

A. Of March 19, 1949. 

9, What was it again? How did it commence ? 
Under 100 miles? 


A. Under 100 miles, 20%. 
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101 to 200 miess, 23.7% 
201 to 300 miles, 12.84% 
301 to 400 miles, 13.9% 
401 to 500 miles, 9 @ 
501 and over, 16.8%. 

There has been a substantial change there, 
as you will note, Mr. Chairman. 

MR. O'DONNELL: I do not like to interfere 
Geonvervyene, Me. Chairman, av this poimt, but your 
lordship asked if these rates were in effect. 

THE CHAIRMAN: Yes. 

MR. O'DONNELL: My understanding is that 
the increase was 21% to begin with by virtue of the 
Board's judgment, that an additional 15% was added 
thereto, making 39%, and that in many cases these 
competitive rates were increased much more than that. 
Now, if we are just dealing with an assumption, that 
is quite all right, but if we are dealing with fact, 
thes 18 another matter. 

THE WITNESS: These rates, Mr. Chairman, 
in connection with these particular percentages I 
have given you, have been abstracted from the railway's 
tariffs as the normal rates as of March 19, 1949. 

THE CHAIRMAN: Q. And still prevailing? 

A. The normal rates are still prevailing. 
Now, in respect of the competitive rates, since that 
time there have been a tremendous number of changes, 
Baa 2% 18 Gifficult; you have to pin it down to some 
particular period. 

MR. O'DONNELL: Well, as long as we understand 


tiatv, that is quite all right. There have been many 
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changes Since March 19, and the position is altogether 
aitfrerent, on my instructions. 

THE WITNESS: And probably on March lst 
the situation will be altogether different from 
that of March 19th. I want to make it quite clear 
thaw viece raves are in’ a fluctuating’ position, and 1 
want to be quite fair about this and see that the facts 
are brought out. ! 

THE CHAIRMAN: Q. Is there any use in 
having this assumption? Can we not have the actual 
Bvace Of affairs? That would be much better. “There 
shouid not be any mystery about itv. 

i) NO" Dnere Should novibe. “herd tvicult y 
there, Mr. Chairman -- 

THE CHAIRMAN: I mean, here is Mr. O'Donnell, 
who seems to know what they are, or he ought to know 
what they are. Can we not be told just exactly what 
they are? 

MR. O'DONNELL: Well, I have not got this 
eomputation before me, my lord, but we could 
Pevetnac Casily. 7 got this brief on Mriday ae 1 cou 
Oaune trein. “LI will do the best I can with at in 
the circumstances. 

THE CHAIRMAN: I understand;but instead of 
proceeding on an assumption of what might be and so 
on, it would be much better if we had them. 

MR. O'DONNELL: Oh, yes; there is nod 
use setting up straw men to knock down; I quite 
agree. 


THE WITNESS: Well, Mr. Chairman, if you 
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wake, for example, the situation as. of to-day, two 

months from now it would be probably altogether 
different, and twelve months from then if the competition 
continued it would be probably worse than it is to-day. 
You have to anchor it down somewhere in order to bring 
the picture out, and, with the time element we have 

and the tremendous amount of work, we took March 19 

as the time we were working on, and I want to make that 
Stcar, Sir, that that was the Treason for this. 


THE CHAIRMAN: I understand. 


(Page 3518 follows) 
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The higher percentages in March, 1949, as com- 
pared with August, 1947 are due principally to cancella- 
tions in competitive rates which were 13 per cent or less 
below normal rates when the competitive rates were 
increased 15 per cent as on September 15, ose 

I also want to point out in that regard that 
while, on a lot of these rates there might have been 
reductions of three or four cents, for example, using that 
as an illustration, the carload minimum of the shipment 
might have been reduced substantially, on September 15 
they raised the rates 15 per cent, and that hit the normal 
rates, and the normal rates became the applicable rates. 

This had the effect of reducing the number of 
items in the supporting data from 281 to 231. Conversely, 
any further increases in normal rates would probably 
increase again the number of items because of the per- 
vasive influence of competition. In other words, this 
SipUacion is fluctuating from day to day. 

THe CABERMANs. 0. “You tellk..of- any) furcner 
increases in normal rates? 

A Any further increases in normal rates. 

Q Increases in normal rates would have to be 
allowed by the Board? 

A Theat 28 true, air, any increases tn normal rates, 
but it would raise the level, and probably might make it 
such that the trucking company might be induced to go 
after the traffic when at the present time they might not 
consider it remunerative. 


(106) Additional cancellations and other changes were 
effected in April this year. 
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From additional studies of competitive rates in 
the Central Provinces and the Maritimes there emerge these 
findings: 

(1) Competitive reductions have not only been more 
extensive but also have been generally greater in the 
Central Provinces than in the cae 
(2) Competitive rates in the Central Provinces have 
been either lower than rates reduced under the Mari- 
time Freight Rates Act on corresponding originating 
commodities in the Meritimes for corresponding dis- 
tances, or considering reimbursements under the 
Maritime Freight Rates Act, the revenue to the rail- 
roads in respect of competitive rates has been 
generally greater in the Maritimes, (108) 

I refer to one specific instance. On the com- 
petitive rate on livestock, what they call the 10,000 
pound minimum, which incidentally has been cancelled, the 
rate scale in effect in the Maritimes was exactly the 
same as that in Ontario and Quebec. The scale was 
applicable for distances of 200 miles, but in addition to 
the same rates the railways received reimbursement under the 
Maritime Freight Rates Act to the extent of 25 per cent 
more than the rate. To illustrate the point, let us take 
a rete of $1. The 20 per cent reduction would bring that 
down to 80 cents, so to the normal rate therefore $1 is 
25 per cent more than 80 cents. 

COMMISSIONER ANGUS: Q. The Maritime Freight 


Rates Act in fact subsidizes the railways against the trucks? 


(107) Appendix 48. Also Appendices 33 and 46, 


(108) Appendix 49. 
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A That is what it amounts to. 

(3) Competitive rates from the Maritimes to 
the Central Provinces have applied on only a limited 
number of commodities. Moreover, these reduced 
rates, contrary to the situation in the Central 
Provinces, generally apply only during the season 


of open Haw gation, /2) 


(4) From Central Canadian points competitive 
rates also have applied during the season of open 
navigation on a limited number of commodities, 
snicluding principally erain end grain: products, ‘can- 


(110) 
ned goods and paper. 


I might point out in connection with grain and 
grain products that effective the first week in July - the 
specific date escapes me - there are increases to a large 
number of points. In some cases the rates remain the same. 
I think from Fort William to Halifax, for example, the 
rate will remain the same, but there have been some 
increases. These competitive rates were subject to an 
expiry date. I think it was June 30. On or about “June 
ef the tariff was issued and the increased rates became 
effective on or about July 2 or 3. As I said before, the 
exact date escapes me. I am informed it is July e. 

In connection with these rates that are subject 
to an expiry date, while you might say you have thirty 
days notice or more than thirty days notice in regard to 
those rates, in effect if they have been in for a consider- 
able period of time, like some rates have been at times, 


109 Appendix 50. 
110 Appendix 51. Note - competitive rates from Ontario 


and Quebec points to Maritime destinations were not 
re-established in 1949. 
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there is more or less of an assumption that they probably 
will be reimplemented at the end of the terminating date. 
I did not know anything about these increases in rates 
until I received an advance copy of the Canadian National 
ena Canadian Pacific tariffs. I do not think I had an 
advance copy of the Canadian Pacific. I received that 
about the end of June. I don't know whether the grain 
people were notified or not of the changes, but in so far 
as our Commission, which is actively interested in these 
things, we did not receive any notification. I think this 
is a most important point, and I think the opportunity 
presents itself to stress it here. As to any rates that 
are subject to an expiry date I think in fairness to the 
Shippers and to the organizations that are interested, 
even if it involves, for example, using the Canadian 
Freight Association mailing list in connection with classi- 
fication changes, they should be notified so that any 
questions requiring adjustment, where a rate might have 
detrimental consequences, may be brought to the attention 
of those concerned, those who are interested, in order 
that discussions may be held with the railways before the 
fae eo to speak, Is cast, 

THE CHAIRMAN: Q. How much notice do you think 
would be reasonable? 

A I. think thirty days notice is reasonable. You see 
the railways themselves probably knew about this, that 
they were intending to change these rates, a month or two or 
three weeks beforehand, because they have to get their 
tariffs printed. They come to a decision. They have come 


to a decision probably in a meeting with the Canadian Freight 
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Association, Undoubtedly they hold a meeting with the 
Canadian Freight Association, and the representative rail- 
roads say, "We are considering increasing our rates." That 
must have taken place. It takes considerable time to have 
the tariffs printed, and they must reach an agreement 
before that. I would say that thirty days would be ample 
notice to notify the various parties involved or concerned 
that this action is to be taken, 

I also feel, while you raise the point, Mr. Chair- 
man, that in regard to any general rate revision the 
practice that 1s carried out by the freight tarifro bureaus 
in the United States might be followed. They communicate 
with the interested parties or advertise that they are 
going to make certain changes, and anybody interested can 
appear in connection with that particular docket of this 


freight bureau. 


Q Does that apply to changes downwards as well as 
upwards? 
A I believe mostly in connection with increases 


upwards. I do not think it has any bearing in connection 
with the downward. I believe in so far as the United 
States practice Mr. Knowles of your staff is probably more 
conversant with that than I am. While I have been invited 
to attend some of these bureau sessions in the United 
States I had no sufficiently good reason to attend them, 

I waited until what developed - let me see - I think I 
have had occasion to submit my views to another party to 
discuss and to watch our interests,and so on. I never 
attended one of those dockets. 


MR. O'DONNELL: My instructions are that it 
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apply both ways, changes up and down, 

THE WITNESS: I was not quite sure about reduc- 
tions. 

MR. O'DONNELL: I am informed that is a fact, 
While we are on this matter of the grain rates -- 

THE CHAIRMAN: What is the HEC strode What are the 
requirements? 

MR. O'DONNELL: That these notices are given up 
and down, both ways. A traffic bulletin is sent out to the 
interested parties, While we are on the grain rates -- 

THE CHAIRMAN: What is the length of notice? How 
many days? 

MR. SINCLAIR: They pay for the service. 

MR. O'DONNELL: They subscribe for the traffic 
bulletin. They pay $100 a year for the traffic bulletin. 
Anybody who is interested can get that by subscribing. 

THE CHAIRMAN: You say that notice must be given. 
The question arises how much notice? 

MR. ODONNELE: I do not know the details of it. 
it was just in reply to your question, Mr. Chairman, as to 
whether it works both ways, and it does down there. 

While we are on the matter of the grain rates, my instruc- 
tions are that the shippers were advised in advance of 
these changes, and that in fact they complained to the 
Board of Transport Commissioners concerning them and asked 
that they be suspended, and the Board of Transport Commis- 
Sioners refused to suspend them, Ample notice was given 
to the shippers in this case. 

THE WITNESS: I do not want to get into an argu- 


ment with my friend, Mr. O'Donnell -- 
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MR. O'DONNELL: I do not want to either. 

THE WITNESS: But at the same time we are very 
much interested in these rate changes inasmuch as we are 
also consumers down here of a large quantum of grain prod- 
ucts, and since our organization, which is known or should 
be known by the railways as ie has been functioning for 
the last twenty years, since 1925, twenty-four years, we 
think we should have been at least notified of the pro- 
posed changes, and not just by the tariff that we get only 
a day or so before they become effective. 

COMMISSIONER INNIS: Q. Do you regard the rail- 
roada as secretive or negligent or neutral? 

A No, I would not say that they are. I think some- 
times it is really a case of, ‘Well, I don't think they 
would be interested in this particular matter." I have 
found them very cooperative in connection with our set-up 
in regard to notices. As a matter of fact, I am on the 
Canadian Freight Association Shippers! Advisory Committee 
myself, and although we do not have as many meetings as I 
think there should be in connection with these matters 
where shippers' representatives should attend, I feel 
that there should be a more extensive basis of that kind 
so that in the event there was some grouping that might 
not be in line down here we would have an opportunity 
before the rates come in. Whether we got anywhere or not, 
it would at least give us that opportunity to make our 
opinion known, and to have it on the record. In the 
event that we wanted to take further action on it we would 
be in a position so to do. That is what I want to make 


clear. I do not think they are trying to hide anything. 
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MR. O'DONNELL: Q. They give you the advance 
tariffs before they come out? 

A I mentioned that. The Canadian National do give 
me the advance tariffs at the same time that their agents 
get it in the Atlantic Region, probably a day or so before 
some of the agents who are down in Sydney or in Yarmouth, 

MR.FRAWLEY: Q. Are the consumers ever notified 
as distinguished entirely from the shippers? 

A In that regard, Mr. Frawley, so far as the con- 
sumers are concerned, when we are notified of an impending 
rate change which we think may be of interest to any com- 
munity, we have on our mailing list boards of trade, the 
secretaries, and so on, and various shippers and individuals 
that we contact and notify them. We have to use a lot of 
discretion; otherwise we would be sending out reams and 
reams of mimeographed copies, but we notify these par- 
ticular parties that we think will be affected, and who 
are interested, or who have lodged a complaint with us 
previously. 

Q That is a very nice service for your Association 
to give, but I am talking about the railways. Do they 
undertake at all to notify the consumer in the last 
analysis rather than the shipper, the consumer of a bushel 
of grain? That is what it gets down to. | 

A There is a bushel of flour. 

THE CHAIRMAN: I suppose Mr. Frawley means the 
consignee. 

MR. FRAWLEY: Of course, the receiving element, 
I am talking about other things than grain. My friend, 


Mr. O'Donnell, talks about grain. I am talking about all 
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kinds of changes. You will remember, Mr. Chairman, that 
in the west when the rates on pedigreed livestock and on 
fair livestock were changed, the farmers on the farms 
did not know about it at all. 

THE CHAIRMAN: Are you considering the individual 
farmer on the farm as a shipper or a consumer? 

MR. ‘FRAWLEY: AS a consumer, and as a shipper 
in the case of this livestock. It could very well be as 
a shipper also in that case because in that particular 
instance he was the shipper. I am raising the question in 
a rather larger way. I am talking about the consumers of 
commodities all over Canada. What notice do they get of 
any increase or decrease in freight rates? It is abso- 
lutely an unknown world to them. 

MR. O'DONNELL: They are not much interested. 

MR. FRAWLEY: My friend says they are not inter- 
ested. 

THE CHAIRMAN: Have you any suggestion to make? 

MR. FRAWLEY: That is the difficulty of making 
these interruptions. I thought that while the matter was 
being discussed I would interject these remarks. 

THE CHAIRMAN: You intend to make a definite 
suggestion? 

MR. FRAWLEY: Yes, when we are discussing the 
functions of the Board, and that sort of thing. Surely 
the public interest should be considered as distinguished 
from the world of shippers and railway people. Surely the 
public should know about these increases and decreases, 
the people whom I represent, whom Mr. Shepard represents, 


whom Mr, MacPherson represents, whom Mr. Smith represents, 
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the people. 
THE CHAIRMAN: I suppose you say they ought to 
know in order that they may take certain action. 

MR. FRAWLEY: Quite so, in the public interest as 
was done in connection with this very case, the 30 per cent 
increase which brought the seven provinces into the matter 
on behalf of the people of those provinces. 

THE CHAIRMAN: We will hear you when the time 
comes, 

THE WITNESS: (5) Competitive rate reductions 

in the Central Provinces have increased the rate dis- 
advantages of Maritime industries in the principal 
markets of Quebec and Be ee 

To save time, I have referred to all of these 
appendices without entering into detail. We have some 
extra copies.We will file volume 2 as an exhibit if that 
is desired, Later on I may refer to some of the rates in 
connection with export and import rates, but generally 
speaking I will just file these instead of making further 
reference to them. 

MR. COVERT: Perhaps we had better give thateen 
exhibit number now. Volume 2 of the brief submitted by 
the Transportation Committee of the Maritime Board of 
Trade will be Exhibit .47. We might also make a note that 
wherever there is a reference to a footnote in volume 1 
of the brief that refers to the appendix number given in 
the footnote in exhibit 47. 

EXHIBIT NO. 47: Volume 2 of brief of Transportation 


Commission of Maritime Board of 
Trade. 


eonR Appendix 5e. 
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THE WITNESS: Moreover, since the Maritime Freight 

Rates Act applies only to the "select territory" portion of 
the through rates the percentage reduction decreases as 
distance increases, as indicated inthe following first 
class rates as increased 21 per cent on April 8, 1948: 

TABLE IL 

FIRST CLASS RATES 
(In cents per 100 lbs.) 
To Montreal DO. -Loronve 


Normal Normal 
Rate M.F.R.A. % Rate M.F.R,A. % 


Saint John ee LOG. 1 ste 139 126 9.36 
To Winnipeg To Vancouver 


352 338 3.98 697 682 216 

It therefore follows that, except in cases in which com- 
petitive rates have been effected from Maritime points, the 
percentage reductions as established by the Maritime Freight 
Rates Act are considerably lower than the typical per- 
centage reductions that have been implemented in the Central 
Provinces to meet motor truck competition. (See Table 10). 

The Board of Transport Commissioners haS repeatedly 
held to the effect that under the Railway Act competitive 
rates are discretional with the carriers, providing the 
rates are not unjustly discriminatory and there is a com- 
pliance with the Act in respect of notice and publication, 

Competitive rates in relation to the application of 
the Maritime Freight Rates Act have also been the subject 
of references to the Supreme Court of Canada. This Court 
has held to the effect that: 

(1) The railways are entitled to reimbursements 


under the Act in connection with rates established 
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Since July 1, 1927, to meet "new industrial and 
traffic conditions" (including competitive 
rates. (112) 

That is contained in section 3 (2) (c) of the 
Maritime Freight Rates Act. Perhaps I should read that 
particular section at this point. 

THE CHAIRMAN: Q. What is the section? 

A 3.(2) (ce). It reads: 

"3 (2). The Board of Railway Commissioners, 
hereinafter called the Board, is authorized and 
directed to 

(c) Adjust or vary such substituted tolls or 

rates from time to time as new industrial 
or wratiic conditions arise, but always in 
conformity with the intent of this Act as 
expressed in sections 7 and 8 and other 
relative sections hereof." 

Q Oh, it is section 3? 

Yes, Mr. Chairman, section 3 (2) (c). The refer- 
ence in the footnote is to 41 Canadian Railway Cases, at 
page 56, 

(2) Competitive rates established outside the "select 
territory" are subject to Section 8 of the Mari - 
time Freight Rates Act "when such tariffs 
prejudicially affect" the statutory advantages, 
but the Board's pawers are limited only to dis- 

allowance of "any tariffs which may destroy or preju- 
dicially affect such advantages" established by 

the act, (113) 
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Q What is the case? 
A 46 Canadian Railway Cases. 
Q What is the name of the case? 

MR. O'DONNELL: Province of Nova Scotia versus 
tne iC oNsh,,6U, al. 

THE WITNESS: Not the particular case referred to 
in footnote 113. That is the so-called potato case. 

THE CHAIRMAN: What page? 

THE WITNESS: 46 C.R.C., page 161, the Transpor- 
tation Commission of the Maritime Board of Trade versus 
the Canadian National Railways, the C.P.R. et al. 

MR. O'DONNELL: When it reached the Supreme Court 
it was under the heading of Province of Nova Scotia et al 
wersus the C.N.R. etal, 

THE CHAIRMAN: Q. There was an appeal in this 
case to the Supreme Court? 

A iyat is rien. 

Q Where is the appeal found? 
MR. SINCLAIR: It was on leave, Mr. Chairman. 
THE iCHATRMAN: .Q.. (hat iis the appeal? 

A It is the appeal I give you. 

Although the Maritime Freight Rates Act, as inter- 
preted, is applicable to competitive rates outside the 
"select territory" if such rates prejudicially affect or 
destroy the statutory ‘advantages, the Act is valueless 
if the rates are bona fide competitive. Their disallowance 
would be more compatible with the purpose and intent of 
the Intercolonial Railway as summarized in the Preamble 
if Section 8 read as follows: 


"The purpose of this Act is to give certain 
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statutoty advantages in rates to persons and indus- 

tries in the three provinces of New Brunswick, Nova 

Scotia, and Prince Edward Island, and in addition 

upon the lines of the Province of Quebec mentioned 

in Section two, together hereinafter called ‘select 

territory '!"-- 
In place of the words in section 8 at the present time 
substitute the words: 

"--accordingly the Board is authorized and 

directed to adjust or vary such statutory rates 

when it is evident such adjustments are necessary 

by any tariff or new industrial or traffic 

conditions" - 

Q What does the word "tariff" mean? Customs tariff? 

A No, freight tariff, Mr. Chairman. 

Q "By any freiehnt tariff’? 

a "By any freieht tariff." 

"--which may destroy or prejudicially affect such 

advantages in favour of persons or industries 

located elsewhere than in such 'select territory.'" 

MR. COVERT: Perhaps I might add a little clari- 

fication. You might write on the margin of your briefs 
the words, "shall not approve nor allow any tariffs." 
Those words are in the old Act. They are deleted, and 
he substitutes all the words after the word "Board" in 
the sixth line down to the word "conditions", ending with 
that word, four lines below. 


THE CHAIRMAN: Yes, I have the Act here. 


Page 3535 follows 


was 


Hoard 


es), Ea 


iy : si nererieiasent a 
Pa eae eye he 84 


ot: Ewe Soi Soe 


f 
Re ks UT Oys spay bate 
i eth pe to Saar 
cay oN a era seers yd eid Ppdng od 
Lita Sictaadte ee eae lai eS 
< ir ra? 
a 
Sienche mee fp eS e 7 ay Lise awe ee re. 
ELAN Gta ea, he bi Oar ce v= 
ee 7? 
ad . & = 
. fe \ Seay J 
Fg ee ‘ - 2 Sea aw . 
nner mtn . pvlce watees Sheena ee rem 
ee 1s Efi eer caad Scavtanre thre 


Desa ascueeics Vino eles) | I Moeece rd ee rece Irmen reserve Y 


a g ’ o& 
Hoe “ 


aor- ieerncremnns Soeuneatemeteomnite 15 5 pee 


ATE 


wt 


: re e4 < 
3 feats ‘ z Es 

PE heey, CO Det 1 ‘ a 

re EAR Sie ua /" F 


ED subi ii ae 


ems mene eee bene > 


* 


i anata: Ae ee ae ee 


pi news sae as sO mies Hee emia SS 


errr mre ee a 


aes ay Sy beach Sc oe 
re see 
pe eat Oo Yas Sry a ae eo A yes 
nee ee ee ents remnant mee tae Bn ne 
ee : 24 cH 
Bee * 


res trig (Stan ea oem ye ae Veet Fata star seeders Sere 


PANEL 1 wea 
1 ei . ee 
: ne i ep. ‘ 
ba Fame 8 bee spans ‘ 
a 
oe , 
istabe fe 
art 
= : : 
5 oe let a 
a ee hek ae 8 1) 
es? ty a eee My ct fee, 
. S Li 
A tte: , 4 . 
rn - eas 
i ; d = mae ay 
, & hk <® ae ele 
A ws q 


= S930" - Mr. Matheson 


Q. Yes, I Have the Act. What is that section? 
a, That is section 8: 
Various other questions were raised pertinent 
to the application of the Maritime Freight Rates Act which 
have a bearing on the existing structure. Theeprincipics 
established by the other decisions, orders. and rulings are 
summarized as follows: 
MR. FRAWLEY: Q. Are these references, 68, 69 
and 70, all references by the Board to the statute? 

Dey UNO, GNeren is one: Otner,. I think, right offhand, 
about 1923 there was the Provincial Oil case, the 
Bridgewater case. But these are the more pertinent ones 
which deal with the general principles. 

As a matter of fact, in connection with, the 
Bridgewater case, there might be an appeal to the 
supreme Court of Canada in regard to that decision. 

MR. O'DONNELL: But that was some years ago and 
there has not been an appeal yet. 

THE WITNESS: We will discuss that when we come 
pod 0% 

MR. FRAWLEY: 4. What was the Malagash Salt 
case? 

THE CHAIRMAN: Q. You have a December 27, 1927, 
Malagash, Nova Scotia, listed there? 

A, There were two Salt cases. I do not know which 
one Mr. Frawley wants. 

MR. FRAWLEY: 2. The more recent one. 

Ae wil have. got’ that. here. 

THE CHAIRMAN: Mr. Frawley, if you find that 
there are other cases which it would be advantageous to 


have included here, would you let us know? 
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MR. FRAWLEY: I am sorry, Mr. Chairman, I should 
not have asked. 
THE CHAIRMAN: Will you proceed then, Mr. Matheson? 
THE WITNESS: 
June 17, 1927 - Order No. 39197 - Board of Railway 
Commissioners disallowed proposed cancellations of 
special rates on pulpwood which were to become 
erfrectiveon June 27, 1927. four days, prior to the 
effective date of the Maritime Freight Rates Act. 
Ee Ooh Meh cor WD. TO 
The Canadian National Railways increased the rates to become 
effective on or about June 27, 192/, on the ground that they 
were competitive rates and should not be subject to the 
Maritime Freight Rates Act. But the Board of Transport 
Commissioners held that they were not competitive rates 
and that those rates should be subject to the Maritime 
Freight Rates Act, and the action taken was disallowed 
by this particular order. 
THE CHAIRMAN: Q. You say that the Board ordered 
that they were not competitive? 
Pee that 15 Gaehs. 
Q@.. But if they had been competitive rates, they 
wuld not have been subject to the Act? 
A. The point arises that these were rates which 
would have been subject to a terminating date, but would 
have gone out anyway. 
Q. You mean, gone out unless they were renewed. 
These competitive rates do not always expire on a certain 
date? 


A. Unless the railways have it in mind to re-issue 
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its § SCs, 

A. iI do not know exactly what the position 
would have been if they had been indicated as competitive 
rates. The railways argued that these were competitive 
rates and that it was discretional with them, and that 
they could take them out or leave them in, as they saw fit. 
I am not admitting that if they had been competitive rates, 
and indicated as such, that the Board would not have 
allowed them to be taken out. 

@. But the Board held that these were not com- 
petitive rates? 

by That was’ one of the findings, that tney were 
HOLT competitive rates. 

MR. O'DONNELL: Q. The Act was about to come 

into force, and they were holding them until the Act did 
Come. into force. 

A, These rates were reduced 20% as they had 
previously existed. 

June 18, 1927 = The: Board issued Circular 213 

interpreting the application of the Act to companies 

Other than the Canadian National Railways. 

Gav iat O5 Ro '& Ri peo) . 

June 21, 1927 - The Board ruled that competitive 

summer rates and proportional competitive rates 

may be reduced under the Act. (Board's File 

TD-14104). 

THe; CHATRMAN::. Q. This means that in this 

Special case the Act did not adopt the recommendation of 
the report? 

A. The Duncan Commission did not specifically 


recommend that the gateway be left open. There had been 


: | ae 


7 
53 : F dah anes Don ah) Tt wo ee? 

| Mabtiscg alt anitW . aan 

7 A ‘ ‘ fl t a : og y Ha geod Ly agt i i P 


See ee ii. ri at 
hs Pt 1oW da Gefd: Hig Peres i ee? 8 son 
Yer cn OS Ls i: G  $. i | 
bivewdpgeeant® eowr Ge Oma ae 


+ 
es i , y 
‘3 ¥oqe . dodo 28 Seheee Rl Rey 
teal) 


yey ay a 
hie GEQVAG, ae SS + wort’ Sat Oks 
4 cad as 7 
i 4 ‘_ = aq , Lh a A aa » 
a : ; 
Doe) r . 
on ee SVER ite 
‘ > ® 
Sod pf dal * GH vi a. a 14 eee yas: Pe 
ee, abe gies FoR 
; ? 
- ' bats 
4 i che Ata: , wl : oak f iE \ 3 4 
ie tS am sf oest | Aopt 2 thoy . wi CFE 
I i ; : 
opto? Banh Siig? 
ak %, a ' “i : % x 
» 
» j x WE Bali rv ek | 
: : | of ome 
MS eA : TC 7 stat 
# ‘= 
‘ v a" ra P “ af ae 
soegh «i ZiVR) 
7 ‘ a i 4 v4 tag : ee ; xy 
_ : ar ' wy 2yhy é + are TAS € 
42% % ; T]0h Ratt) tty ab Eein 
. (BOLSEH 
ia o wae i ee 
elgs ft Seqaer wep «a RESTS 
% re ceHwindnd: sd? Sadhs Fomveth Sse Bem 
9 
ea roast 
tie sitinons Pox bid net esdnengy Mea ST 2a 


; " reat? Te hi a a! es Se ane ye vans 2 gee i 


-_* 


= 3 gg0 = Mr. Matheson 


existing for two or three years prior to that time, a 
controversy over shipping goods via the Canadian Pacific 
to Ontario and Quebec. ° And the Board held 
that the gateway should be left open under the Railway Act; 
and that controversy had been raging at the time that the 
Duncan Commission made its investigation; and evidently 
1G was brought to their attention. 

And in the Duncan Commission report, I want to 
make it clear, Mr. Chairman. And at page 23 therein, at 
tne end of the first paragraph, I read: 

"Considerations such as attach only to 

individual claims, or to the general question as 
to whether or not railway companies should give 
better treatment than they are giving to long 
a@istance traffic; particularly on ‘natural products 
and associated enterprise, and to export and import 
rates from and to points outside the Maritime 
area passing through Atlantic ports, are still 
open for review by the Railway Commission. So 
also is the question of the retention of open 
gateways at St. John and Ste. Rosalie Junctions, 
the importance attaching to which was impressed 
upon us in relation to maritime trade," 
That is the reference, Mr. Chairman; so there was no 
recommendation one way or the other, other than that. 
Q. Other than what you might infer? 
A. That is right. 
December 16, 1927 - The Supreme Court of Canada 
held to the effect that the Railway Board has no 
jurisdiction to order rate reductions under the 


Maritime Freight Rates Act on freight routed to 
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the west from points on the C.N.R. via Saint 

John and” thence,over the ¢.PiR. on which» reductions 
under the Act are optional, but may order reduc- 
tions on such freight routed via Ste. Rosalie which 
ie /Junotion HOgnusOoT the -CoNih.and GlPiRs west 

of the territory affected by the Act. CEE 
evidently was not the intention of the Duncan 
Commission that the Saint John and Ste. -Rosalie 
gateways should be closed, but the Act as drafted 
failed to provide for the open gateway via Saint 
John - See page 23, second paragraph, Duncan 
Commies ioniReport) 1 ACoA CiRaCay epi mess ie 

December 27, 1927 - Board's Order No. 40081 -- 

The Board ordered a joint rate on salt from 
Malagash, N.S., to Temiskaming, Quebec, and 
provided for divisions of the rate as bétween 

the CeNthRiyeeeandhihe ‘Grr RiyeCowt(kvis 

aeOan. rath, wpe soL)s 

December 5, 1928 - The Board ruled that "the Act 

18 not for\the benefit of manufacturers or pro-= 
a@ucers of other countries + . . consequently if 

the carriage of goods from Halifax, Saint John or 
other eastern Maritime ports of entry, -toidestination, 
be in completion of the delivery made by the pro- 
ducer or manufacturer of another country, such 
carriage is not within the meaning of the Act." 
"When such goods eventually reach their destination 
within the 'select territory', movements therefrom 
throughout Canada are preferred movements." 

(Ruling on file Offices of Maritime Transportation 


Commission). 
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As an illustration, we imported from Halifax, 
tea from the Far East. It is packed at our packing 
factories in Halifax and Saint John; and on subsequent 
movement throughout Canada it would be subject to the 
Maritime Freight Rates Hct, 

COMMISSIONER INNIS: Q. In December 27, 1927; 
does this mean that the Canadian Pacific Railway had no 
option, as was the general case? 

As THIS isa Ssalturate. 

Q. it says: 

"The Board ordered a joint rate on salt from 

Malagash, Nova Scotia, to Tcemiskaming, Quebec, and 

provided for divisions of the rate as between 

sne «C.N. Rlys-and the C.P. Rly. Company,” 

Does this mean that the Canadian Pacific would be in an 
Optional position, but inthis case it was not? 

\, In this case there was some question over the 
division of this: point., Temiskaming, on the Canadian 
Pacific Railway. And the major point I had in mind 
in regard to that was that the Board stepped in, under 
the Maritime Freight Rates Act, in providing a through rate, 
and divided..or prescribed the divisions, I believe 
the chief point of controversy at the time was what pro- 
portion the Canadian Pacific was to get vis-a-vis the 
Canadian National. 

2. But the Canadian Pacific had already chosen; 
it had elected? 

A. I think that was the point, and it was a question 
of how it was to be divided. The major reason for putting 
this here was to show that, in relation to the Railway Act 


and the Maritime Freight Rates Act, the Board did step in 
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in applying the Maritime Freight Rates Act, which would 
have something to dowith the division in connection with 
the reduced rate, and so on. That was the major reason 
hor ethec,. Dr. lnnis., 

THE CHAIRMAN: Q. On the next reference, this 
is the only reference you give us; there is a ruling on 
file offices? 

A. The Maritime Transportation Commission. 

@. lt is not reported elsewhere? 

Doe VOW acd CVEOn they r Lek wor Unies moar 70d 
Transport Commissioners. 

MR. O'DONNELL: Q. You wrote a letter to the 
Board, and they replied to you? 

BONE irate 130 e ht. If you wish to have copies of 
these different rulings from the Board, I would be only too 
pleased to have them submitted. 

THE CHAIRMAN: In so far as they are reported 
eases we could get them. Bue in ae thine. Pike Cats.) i 
Go not know what access we would have to them, to the 
office files of the Maritime Transportation. 

THE WITNESS: You can get them at the Board 
of Transport Commissioners ,if you wish. What is your wish 
on that? 

THE CHAIRMAN: I just noticed, under this 
reference of December 5, 1928, that is not a reported case. 

THE WITNESS: Do you wish this Commission to 
send it: in to you? 

THE CHAIRMAN: Mi. overt. can Sec. about e le. 
He will know. 

THE WITNESS: November 6, 1929 - Board's 

Order No. 43767 - The Board disallowed under 


Section 8 of the Maritime Freight Rates Act 
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reduced rates on salt to Cornwall and Ottawa, 
Ontario, from Retsof, Halite and Watkins Glen, 
New Wor ye Glad .Ouk. iceRiegt 9 394) 

inet if the case — referred tomreviously., 
March 25, 1930 - Board's Order No. 44482 - The 
Board authorized re-imbursements to the D.A.R. 
under the Act in respect of wharfage charges at 
Halifax, N.&., which had been absorbed in the 
normal rates. Note - There have been numerous 
orders establishing “normal” rates for the 
purpose of re-imbursement to the railways. Order 
No. 44482 is indicative of the effect of the Act 
in preserving arrangements that had prevailed when 
the Act; became effective. 
(Order on file Offices of Maritime Transportation 
Commission). 

This order is on file at the Office of the Maritime 

Transportation Commission, but it is also attainable at 

the office of the Board of Transport Commissioners. 
January 5, 1931 - Twenty per cent Reduction Case - 
The case on complaint pertained to previous rulings 
of the Board in respect of the proper method to be 
pursued in arriving at the correct computation of 
"approximately twenty per cent" reduction in 
compliance with the Act. The Board confirmed its 
previous rulings that the proper method of compu- 
tation to points in Canada beyond the "Eastern 
lines" is, that the distance from point of origin 
to point of destination should be compared with 
the distance from point of origin to Diamond 


Junction and the through rate proportionately 
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divided on the basis of these two distances, and 
from the whole rate a 20% reduction to be made 

on the proportion attributable to the haul from 
the point of origin to Diamond Junction. 

Ca(MG Recep. Sor.) 

June 8, 1933 - The Supreme Court of Canada inter- 
preted Sections 7 and 8 of the Maritime Freight 
Rates Act as follows: 

"By force of s. 7, the tariffs of tolls ‘provided 
for' in the Act ‘shall be deemed to be statutory 
raves ' “and are to be deemed tO be "rates not based 
upon any principle of fair return to the rallway 
Or services rendered in the Carriage or Utrarkic., ! 
Accordingly, these rates must not be taken into 
account in determining the ‘reasonableness of 
‘other rates.' By s. 8, the 'purpose of this 
Act! is explicitly declared to be the purpose of 
giving ‘certain statutory advantages' in respect 
of charges for railway transport . to the ‘persons 
and industries’ in the select territory; and the 
Board is expressly prohibited from approving or 
allowing any tariffs which may ‘destroy or 
prejudicially affect such advantages in favour 

of persons or industrids located elsewhere than 

in .suen select territory. '! 

I think, perhaps, at this time, I should refer 
to the so-called "Alternative Routing" case, which is 
reported in 34° COR.C. at 227. 

THE CHAIRMAN: @Q. What is the name of that case? 

A. It is known as the Alternative Routing case 
and it is reported in Volume 34, Canadian Railway Cases, 
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Oo 2nat.is & decision of the Board? 
A. This is the Supreme Court speaking now, sir; 
and I read therefrom at page 227, as follows: 

"AS appears from recitals and declarations in 
the preamble and in the body of the Act, the statutory 
rates, whether compulsory under ss. 3 and 4, or 
nonpcompulsory under s. 9, are envisaged by the 
statute not as providing a fair return for railway 
services, but as arbitrary rates, established with 
the design of affording special "statutory 
advantages to persons and industries! in the ‘select 
territory; !" 

"Shippers, in Nova Scotia, of apples, for example, 
destined for Montreal, are to enjoy the reduced rates 
which are to go into effect immediately on the 
passing of the statute (rates 20% below the existing 
rates); and to the extent of this reduction the Board 
is required to maintain a 'discrimination between' 
(Railway Act, s. 314) the select territory and 
other localities where apples are produced and 
Snipped — the apple districts of Ontario, for 
example, and British Columbia. ly 4g ee eer BOard 
te required to act ‘always. in conformity with the 
intent of the Act as expressed in sections 7 and 8,! 
Mme ‘intent of the Act as expressed' in these 
sections, which is to govern the Board in 
effecting or sanctioning such variations and 
adjustments, is that persons and industries in 
the select territory, as to the ‘preferred move- 
ments' are to enjoy a statutory -:preference of 


20% in respect of railway rates over persons, and 
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industries ‘located! elsewhere,” 

(hGH. e., 0. 5O. @ paces T1. “and 72...) 

April 215. 1937 - In its decision in the so-.calied 
Potato Case the Supreme Court of Canada stated 

as follows: "One of the main contentions of 

the appellants assumes that the onus of 
establishing prejudice rests always upon the 
shipper or the complainants. We do not think 

that this is so. The Board itself is an ad- 
ministrative body with very wide experience and 
assisted by a skilled technical staff and is 
invested with administrative as well a judicial 
powers and duties; and, when a complaint is 
presented to the Board that any particular tariff 
Sonstituces’ an infraction’ of 8s. 6) ities ther duty 
er the board to-determine’ the” question orp prejudaice 
or non-prejudice, always keeping in mind that it 

is the intention of the Act to maintain the 
statutory advantages in rates given thereby to 
persons and industries located in the select 
territory." 

Cnc kt On 2 bt 26lee po 6k.) 

July 29, 1941 - The Board ruled that the Maritime 
Freight Rates Act was applicable to the rail move- 
ment of paper commodities for export from Edmunston, 
Neb.  vOo Tete tax, No. ond Dealt POH, Ne ber 

even though the paper originated at Madawaska, Me., 
and was trucked to a Canadian plant for subsequent 
shipment. (Ruling on file Offices of Maritime 


Transportation Commission), 
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I, inadvertently, overlooked the Malagash 
salt Case. 
Mi, orbin: tit NHas*nothing Tocaoewl thethes . 
It was a question of unjust discrimination. It had 
nothing to do with the Maritime Freight Rates Act. 
THE WITNESS: The only point there was about the 
raising of the rates in relation to the Act. 
MR. SMITH: The Wartime Prices and Trade Board. 
THE WITNESS: Yes. oO) that ius nov realy 


applicable here’. 


February 5, 1947 - In the case of the Summerside 
poard of Trade Vv. CN yRives, the Board stated vo 

the effect that since the carriage of trucks on the 
P.eu.is Car ferry is not treated as ireignt trarric 
but as part of a passenger movement, the Act does 
Rot apply to. the charge for the truck ferry service, 
KOCUCrR MESO ss cm. 2a) 

March 30, 1948 - In the 21% Case the Board of 
Transport Commissioners held that "the Board has 
power to allow a general increase in freight rates 
under sss. (2) (b)}, Scetion 3, af it finds thac the 
cost of railway operation in Canada has increased 

in any substantial degree since July 1, 1927," 
("Section 3" added), and with reference to the 
question of increased cost of operation it was 
stated that "the Board has .. . power to investigate 
and ascertain the facts itself and to make a finding 
based upon the results of such investigation." 

ter. Cnt. Cu) Ds 1°O pages Gland 62.) 


LI am going to refer later on to that particular section. 
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COMMISSIONER INNIS: Q. Coming back to page 69 
BeovOur.Prerercnte to “tne April 21, -LOs/7,. decision, 
has the Board stated its views as to the position of the 
Supreme Court in this matter? Does 10 aecepy the 
burden which is imposed on it? 

As “in actual practice, Dr. Innis, lL would say 
that they are probably not altogether in agreement with 
that; but that is up to the Board to my. 

We had a case. I am referring to the com- 
plaint regarding paper, referred on July 29, 1941. 

And the Fraser Company at Edmundston was desirous of 
having this matter raised on a written submission 

rather than having to go to the expense of appearing 
before the Board and going through a whole case. But 
the Canadian National Railways wanted the matter set down 
for hearing; and the Board took the stand that where one 
party had requested a hearing, that they would, therefore, 
proceed with the hearing. 

One of the points argued at that time was that 
the Board had sufficient power to say: We will go ahead 
and settle this matter on a written submission. Lt Anus 
point was correct, they could act on their own motion and 
go right ahead and settle the matter. But where one party 
requested a hearing, the Board felt that it was necessary 
to go ahead. 

Q. Do you think they would have been quite willing 


to assume these administrative duties? 


(Page 3555 follows) 
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THE WITNESS: That is my interpretation, 
in the light of that particular point. I would 
read into the record, Mr. Chairman -- I have the 
maverial with me, but it will Save time if I look it 
up during the lunch hour, and I will refer to the 
correspondence wien the Canadian National Railways 
on that point and what the Board's reply was to me, 
and I think that will show that my interpretation 
of that was that they did not assume that they could 
act On their own motion. 
MR. O'DONNELL: If I might interject this, 
I think, my lord and members of the Commission, that 
the duty of the Board is clearly set out in the Supreme 
Court judgment. Now, just how they carry it out as 
a macter of procedure is something with respect to 
which they have considerable freedom, and if they 
Consider thal it is Necessary to hold a@ hearing 
they hold a hearing, if they think they can dispose 
of it without it they have regulations as to notice 
and so on which they give, but the Board has no 
Domne WG LO Carry Out Its duty,, end © think tie 
judgment in that particular case indicates very 
pointedly that it has that obligation even though 
nobody complained and the matter came to their attention. 
toey Must acts: that is their obligation. 
COMMISSIONER INNIS: But there seems tobe 
fee crone Tecling that that is mot the case. If you 
take this statement with regard to April 21, 1937, 
One of the main contentions of the appellants seems 


to be that the onus of establishing prejudice rests 
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always upon the shipper. 

MR. O'DONNELL: Yes, and the Supreme Court 
said that was not the case, and the appellants in 
that were the provinces, of course. They were contending 
that the burden was always on them, and the Supreme 
Court says that is not right, the burden is not on them. 
The onus iS on the Board as an administrative body 
TO carry-OuUvL its duty, which is to see that these 
things are properly attended to, and if any matter is 
Broughye Costs S2ttention it must act, and the onus is 
not necessarily on the shipper, as the provinces 
Nad contended. They indicated, I’ think, that it was 
Very difeiculy to establish the case, and Sso-on. 

THE CHATRMAN: That was 12 years ago, April 
1937. 

MR. O'DONNELL: Yes, my lord. 

THE CHAIRMAN: Does experience since show 
that the Board has complied with that? 


MnO DONNELL**0h,- Ll °think”- s05 Very derinitely. 


(Page 3557 follows) 
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THE WITNESS: Apropos of your point, Dr. 
Innis - I do not want to get into controversy with my 
good friend Mr. O'Donnell just at the moment -- 
here iS a communication to the Board gated February 5, 
1941. I shall have to trace my reply; I think I have 
ac here. «~ Here is my letter 
Mr, Po BR. Bal iiargcon 
secretary 
Board of Transport Commissioners for Canada 
Ottawa, Ont. 
Desrisires 
"The attention of this Commission has been 
ealled to several instances in which applications 
were made to your Board for a decision or ruling 
under the Maritime Freight Rates Act on written 
Submissions, but no action thereon was taken 
by the Board because the railways pressed Lor 
an. Open court on the points involved, under 
section 19 of the Railway Act, contrary to the 
wishes of the applicants. Resultantly, the appli- 
cations: have either been left open or have been 
dropped by the shippers because they were either 
unabie to finance action .or were loathe to be 
involved.in an.open rate case. 
"In this connection there is involved 
the question as to whether or not it is necessary 
to have an open hearing on some of the complaintst 
under the Maritime Freight Rates Act that are sub- 
mitted to the Board in view of the previous 
interpretative decisions and rulings rendered 


by both the Board and the Supreme Court of Canada 
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“on similar and identical points. Moreover, 
attention is called at this point to the decision 
of the Supreme Court of Canada in the ‘Potato 
Case' in which 1t appears that a direction is 
given to the Board of Transport Commissioners 
oO Gleidewar case if the shipper party thereto 
was not willing to have the matter set down 
for @ hearing. The pertinent section of the 
supreme Court decision reads as follows: 
"One or They main -contentions*of the 
appellants assumes that the onus of 
establishing prejudice rests always upon 
the “shipper or the complaznanvse. We 
do mot think phat: as %so..% 
piaoee= ie parry lL. juset-reterred—to,; that i quoted, 
and eo which Dr. Innis directed his attention: 
"Tt might now be asked: What stand would the 
Board take, on the other hand, if the shippers 
desired a hearing and the railways did not 
under the Maritime Freight Rates Act? 

"Section 11 of the Maritime Freight Rates Act 
provides that the ‘Board may hear and determine 
all questions arising under the Act". It is patent, 
therefore, that the Board tmay hear! or decide 
on a written submission any complaint made 
vO 2 under the ACy. Be that as 40) may, a com- 
plainant or a defendant should be given the 
Penera OL «a SUdeHIENC Or ruling wrote si demived 
on the part of either to allow the case to 
rest On a written submission, particularly when the 


principle involved has been ineoluded in a previous 
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decision, and this is to be so whether or not 
the defendant or complainant desires a case 
to be argued in an open session. In the event 
the defendant or complainant should desire 
an open hearing, what is there to prevent 
him under the Railway Act or Maritime 
Freight Rates Act from presenting his views 
verbally before the Board without in any way 
Oobligating the other party to the case or 
weakening the case of the non-appearing litigant: 

"As a result of the representations that 
have been made to this Commission, it was decided 
to refer this matter to the Board, recommending 
that the Board take action on any application 
made to it on 4 written submission under the 
Maritime Freight Rates Act if the complainant 
ig desirous of having disposition effectuated 
on written submisssion only, regardless of 
whether an open court is demanded by the 
defendant under Section 19 of the Railway Act; such 
procedure, however, not to preclude verbal 
presentation in the case of the second party 
if so desired. Moreover, it is requested 
that the Board give consideration to the 
issuance of interim orders or rulings in 
mstances of this kind. 

An early reply would be appreciated." 

That was on February 5, 1941. The Board's reply 


to me, dated February 18, 1941, reads as follows: 
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"Dear Sir: 
File 34822 - Re Maritime Freight Rates {!ct, 1927 

"In further reference to your letter of 
February 5, 1941, in respect to requests for 
decisions or miiings by the Board under The Maritime 
Hreighv Retes Act and the right of the parties 
concerned to a public hearing in regard thereto, 
Leam Q@iLrecved by the: Board to reply to your 
inquiries as follows :- 

"Section 11 of The Maritime Freight Rates 
Peouge loo] « provides : 

"!'Te Board may hear and determine 
all questions arising under this Act subject 

CO such right of appeal as are provided 

in the Railway Act.' 

"Section 19 of the Railway Act deals with the 
Comduct of Sittings by the Board. The proviso to 
Subsection 2 of Section 19 reads as follows:- 

"'tProvided that any complaint made to 
wbemi shel, On tne application, of any party 

bo whe eomplaint.,. be heard and determined 

in Opens courc .! 

"In respect to the right to have a complaint 
Meo ODS COU, Jo 38 Clear that, there can 
be no distinction between a shipper and 4& railway 
oa eat regard. Such right is, by Section 19 
pererred to apove, given to ‘any party to the 
complaint', and if any party to a complaint 
applies for a hearing, he is entitled, as of 
right, to have the case heard in open court. 


"The practice of the Board, where a public 
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"hearing has been requested by any party to the 
complaint, is to set the complaint down for 
nearing In open coury, due notice of which is 
given to all parties concerned. If one of the 
imLerested parties aiter notice given Tails to 
appear, the Board may proceed with the hearing 
and determine the question in his absence. 

"Tn complaints made under The Maritime 
Freight Rates Act, you suggest that a complainant 
or defendant should be given the benefit of 
a judgement or ruling, if it is desired on 
the part of eitier to allow HIS. case to rest 
on a written submission whether or not the 
complainant or defendant desires the case to be 
heard in open court, without in any way obligating the 
Other party to the case or weakening the case of 
the non-appearing party." 

THE CHAIRMAN: Would you please read that 
part again? 

THE WITNESS: "In complaints made under 
The Maritime Freight Rates Act, you suggest that 
a complainant or defendant should be given the benefit 
Stee) Juoement or ruling, 1f 10 is desired on the pary 
Of Gither tO allow his case to rest on a 
written submission whether or not the complainant 
or defendant desires the case to be heard in open 
court, without in any way obligating the other 
party to the case or weakening the case of the 
non-appearing party.” 


THE CHAIRMAN: 9. That was your proposal; 


hen they go on to answer that? 


fe taet is right, sir. 
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"While it is usual for all parties interested 
Ponakconplaink wo appear lat a public Rearing, they 
are not compelled to appear. What you suggest may 
be practical where the facts are admitted, or are 
not in dispute," -- 

mo LL mieht say that in the condition that gave rise 
toeovwaus partacuier matter, the Lacts, weremnot an 
dispute. 

MR. SINCLAIR: Q. According to your view 

er that. of ‘both parties? 
Peoria CersrcuiTe Wien ty Mr. Sancladkry: bug. 
hope I do not have to take the time to go through all -- 

MR. O'DONNELL: The railway did not agree 

with your view, and they asked the Board for a hearing. 

THE WITNESS: . I want to make my view clear too. 
".,..ebut where facts are in dispute or not 
completely stated in the written submissions of 
the parties and further evidence is adduced at 
the hearing by the appearing party, the non- 
appearing party may be at a disadvantage. 

"The Board is not prepared to make a 
Rereral ruling) invfavour or your “suggestion; which 
would be applicable to all cases, and is of the 
view that the question is one for consideration 
im eneslighGof the facts and ‘circumstancesof 
each individual case, having due regard to the 
inverests) of all parties concerned. 

"You request that the Board give considera- 
tion to the issuance of interim orders or rulings. 


Section 47 of the Railway Act and Rule 21 of the Rules 


xl ee peta eey Pets | aie . 
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"and Regulations of the Board deal with the 
subject of interim ex parte orders. The Board 
does not consider that it should issue interim 
orders unless under special circumstances. This 
would be a question for consideration in each 
individual case." 
The rest of the letter refers to sending 
a copy of the Rules and Regulations, which of course 
woetcneay, tame I already had. 
COMMISSIONER INNIS: Q. Do you think the 
Board would regard as favourably the shipper who was 
appealing from areas outside the Maritime Freight 
Rates Act? That is, there is an implication that the 
Board will act on statutory matters, as in the case 
of the Supreme Court of Canada; now, will it act so 
far as shippers are concerned who are not protected 
under statutory legislation? 

A Well, under section 19 -- I am speaking of 
the Railway Act now -- if I submitted a complaint to 
the Board, and the railways said, ‘We want this matter 
set down for hearing, and we want Mr. Hugh O'Donnell, 
My. Sinclair, Mr. Spence and all our officials to be 
there," John Brown might be a little concerned over 
that, and under section 19 now of the Railway Act 
the Board interprets it that they have to set the matter 
down for a hearing. 

Q. There is a suggestion in the statement of the 
Court with regard to maintaining statutory advantages 
and rates -- that is to say, as though a shipper 
in the Maritime provinces had certain rights which 


were not peculiar to shippers who were outside the 
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maritime provinces? 

Pee tHe ts Pees. Dr. Innis), As I read this 
decision to which you direct my attention, I would 
say that all that was necessary - and that was the 
stand I took, that here was a particular case that 
came up -- I forget the details of it at the moment; 
it was 1941 -- this particular case came up, and I 
thought, now, here, this is going to involve a long 
wrangle possibly, and ifwe can settle this down on 
a written submission of the shipper, with the railways 
to reply, which would probably take three or four 
tecvers, let it stand at that, and let the Board dome 
Uo a ruling, and that should suffice, rather than 
to have a hearing and thresh the whole matter out, 
and the shipper was quite willing to have the matter 
disposed of in that manner. 

MR. O'DONNELL: He was free to do that. 

THE CHAIRMAN: How does that agree with this 
other matter that was brought to our attention in the 
west’ We were told that to put the machinery in 
motion all that would be required would be a letter, 
ae velegram, or a postal card or something of that 
sort. 

MR. O'DONNELL: That is correct. 

MR. SINCLAIR: Section 36 of the Railway act, 
my lord. 

THE CHAIRMAN: That sounded very expeditious, 
but even in that case, according to section 19 of the 
Railway Act, if either party complained there would have 


to be a hearing in open court, although it started with a 
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Poove. card. 

MR. O'DONNELL: That may be tme. 

MR SLNCLAIN: That de irignt, my Lord.  DPowould 
think that an administrative body such as the Board of 
Transport Commissioners, which the Supreme Court said 
Heros. uUl yy experienced and nad technical starr, might 
find that the most expeditious and fairest way, the most 
sound way, of finding the facts would be to have a hearing. 
Which they could do even though one of the parties did 
Woeeeesk ©Or 16; buy af one of the parvics, did ask for 
HG, surely that 18 some indication to the Board that 
the fairness of the situation requires that special 
Nearing, and that is protected by the statute. 

THE CHAIRMAN: Yes, the statute is obligatory. 

MR. SINCLAIR: And the Board under section 36 
meas the power at any time. 

THE CHAIRMAN: So that the hardship of the 
shipper getting before the Board, that was mentioned to 
us in the west, exists by statute, apparently; he has to 
gO. 

MRe SINCLAIR: Quive- so. 

THE CHAIRMAN: If the other varty wants a hearing 
he must be there. Do I understand the result of all this, 

Pee, vO pe this, that if he does not go, if he simply 
svornics His complaint in writing, he loses by default? 
Is that wnat it amounts to? 

in. U DONNELL: Oh, no. 

THE WLUNE SD: No; nob mecesserily at. elie cir. 

THE CHAIRMAN: You see, we were told that if 


there is a dispute about the facts -- then what? 
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MR. O'DONNELL: Well, if there is a dispute 
about the facts or about the law, either party or both 
are entitled to attend. Now, my friend's people 
apparently did not wish to attend. 

THE CHAIRMAN: You say if there is a dispute 
about the facts or about the law; that covers all disputes. 

MR, O'DONNELL: That is right. They are like 
any other litigant who has a complaint. If he does not 
choose to go to the court house the day the judge is 
going to hear the case, then what is said in his absence 
feyveore judice him. -Tnis Board 1s bound to induire into 
Eveamatcter and get the facts’ It must do that of its 
own motion. 

THE CHAIRMAN: Even if he is not there. 

MR. O'DONNELL: Even if he is not there; and 
that is what is said in the judgment of the Supreme Court. 

THE CHAIRMAN: His case is heard just the same 
Een: . 

MR. O*DONNELE: Yes, certainly. 

THE CHAIRMAN: ‘The facts being, 1 suppose, 
questions as to what the rates are, and so on, 

MR. O'DONNELL: Yes; we must not overlook that 
the Board goes around, it does not just sit in Ottawa.. 
They can have a case here in Halifax or Vancouver 
teem piace. The Board, as Mr. Sinclair says, 28 an 
administrative tribunal. lt is not restricted as to 
how it gets the evidence;; it may seek it and get it 
itself through its own experts or any way it pleases. 

It is not a court of record to that extent; it can get this 
information, and so much so is that the case that in the 


21% increase case, where the matter of the increased cost 
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of operations in the Maritimes, was in issue; and 

where the evidence was not formally put into the record 
during the sittings, and where at the argumert it was 
suggested that there was no evidence, I said to the 
Board, "Well, it is your duty to find out what the 
facts are," so the Board referred that particular 

poine vO the Bureau of Transportation Beonomics, and 

it recites in its judgment that it obtained the informa- 
won, 1tuselir, as it has to do under the Act, in my 
respectful submission. On pege 39 the Chief Commissioner 
seys: 

"The Board has, I think, power to investigate 
eng ascertain the facts itself and to make a Tinding 
based upon the results of such investigation, and 
we have proceeded accordingly", 

tieiebespect GO that particular matter. That 28° the 
judgment of the Chief Commissioner at page 39 in the 21% 
case. 
Again, the Assistant Chief Commissioner at page 83 
Says: 
"However, even though the applicants have failed 
to Show increased cost ‘of railway operation in 
Canada over those in effect on the Ist July, 1927, 
and should it still be necessary so to do, this 
Board with the powers and duties of an administrative 
body as well as its judicial powers can act 
ex mero motu suo. Its departments and 
staff are there for the purpose of advising and 
informing the Board. Consequently, the Bureau of 
Transportation Economics has been instructed to 


oiLorm it as to the difference, if any, in cost 
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"of railway operation in Canada between the lst 

July, 1927, and the year 1946. The Board is 

wit Oxmed end .s0V Sed. AS TOLLOWS tem aye eae 
That is indicative, in my respectful submission,of the 
view that the Board takes of its duty. The Board does 
nov, in my respectful submission, even question the 
statement in the judgment of the Supreme Court of Canada 
ie ho Cxn.C. at alla, It acts. in accordancey with. it, 
Pie LS) free ae .an, administrative tribunal, just 
as this Royal Commission is free to get such information 
and evidence as it may choose, and in the manner it 
chooses to find out what the facts are. Now, under the 
Railway Act, when there is a complaint the parties 
are entitled to be heard. One of them says, "Well, 
Peoon't want cto go to court, I don't want to be there 
meena the case 38 to be heard." That is allright. That 
Ds His right: he does not ‘mve to show up, but that does 
tee preciude, the Board trom getting at, the facts 
time v Way 126 chooses, .and 10 1s. its, duty; as the 
learned Judge of the Supreme Court said, and it should 
not prejudice his case at all. But, as I mentioned a 
moment ago, we may forget also -- 

MR. SMITH: Mr. Chairman, as I understand 

it the suggestion of Mr. Matheson is this, that if 
Mnoer the present Act that.is the situation 10 is 
imperative that there be a hearing, surely this 
Commission has power to make a recommendation that 
in certain cases the Board itself may decide whether 
there should be a hearing -- give the Board a 
discretion in that connection. I think that was the 


Suggestion Mr. Matheson was making. 
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THE CHAIRMAN: Yes; that is why we are taking 
time to consider what the law is. 

MR. SPENCE: I may add that the Board at times 
does express its views as to whether there is any 
necessity for a hearing. It may write a letter to 
the parties saying that in its view this matter might 
be decided without a hearing on the record before it, 
but bUlthen asks whether it is the desire of either 
Onevne artles to have a public™hearing’s’’ Then, as 
Mr. O'Donnell said, the Board is an ambulatory body; 
HeeeOSCS ON .COUrS, (sO-tCoO speak, at Leash oncera’ year; 
and sometimes twice a year, and at other times if 
there are urgent cases to be heard. It may at times 
travel very long distances and find that the applicant 
fails to appear when the board arrives, and in such 
cases I have known a Board to require the 
case to be heard in his absence and all possible evidence 
fans) Lavyour vo belbrought forward, so that there is ne 
Question of ‘his losing by default. In one case that 
I recall the Board came from Ottawa to Kentville 
ee hear a complaint that had been sent. in by a 
Muver, and the applicant made @ mistake In’ the day and 
Was not there. Iwas on the other side in that case, 
and the case was conducted in his absence as if he had 
been there; that is, so far as the submissionsthat I 
was presenting were concerned, I had to prove them 
in just the same way as if he had been there. 

THE CHAIRMAN: Does &4ny question of cost or 
expense arise, Mr. Smith? 
MR. SMITH: I am not instructed in that 


cOnnection, Mr. Chairman. 
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MR. SPENCE: No costs to them. 

MR. SMITH: There are no costs such as 
Darcy and party Costus or anything of thav kind. 

THE CHAIRMAN: I want to have that on the record; 
that is why I was asking you about it. 

MR. OMITH:? Of course, there is the cost of --< 

MR. O'DONNELL: If a party has a lawyer like 
Me. smith 1 suppose it would cost money, but that is 
altogether apart from that. There are no costs as between 
party and party. 

THE CHAIRMAN: What is the point as suggested 
® us here by Mr. Matheson and by you, Mr. Smith? Is it 
that the Board then in these cases could dispose of the 
complaint without consulting the other side, otherwise 
than by writing? 

MR. OMITH: As I understand Mr. Matheson's 
SuB@eoulOn 16 18 this, that there should be authority 
in the Board to dispose of matters which are not intricate 
Orr conplex Dy Written submissions in the form cor letters 
Pather than by viva yore hearing. 

THE CHATRMAN: Well, whet. is the hardshin, 
gence, ao We are told, if the party does not appear, 
his case is Sueara anynow? Isat “delay or whee 2 0s 

MR. SMITH: Well, in case there was a controversy 
as to the facts, the Board would have before them only 
the one side. 

THE CHAIRMAN: Well, how would you dispose of 


Such a controversy over facts? 


(Page 3573 follows) 
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MR. SMITH: If it appeared to the Board that there 
were controversial facts I assume that the Board would 
probably then require viva voce evidence, or perhaps the 
thing would work itself out. I have not had any experience 
in a case of this kind. I was merely trying to suggest to 
the Board what Mr. Matheson's submission entails. 

THE WITNESS: There is just one point there, Mr, 
Chairman, Since the question has come up, and I understand 
it has come up inthe west, although in different form. 

This is a letter addressed to the Fraser Company Limited 
in Edmunston over another matter, over the position taken 
by the Board some years previously as to the particular 
traffic or question involved. Issue was taken in connec- 
tion with the proposal of the Fraser Company. Mr. I, C,. 
Rand, then Commission Counsel, stated as follows in a 
letter dated May 25, 1940, to Mr, P. F. Baillargeon, 
Secretary of the Board of Transport Commissioners: 

"In view of the foregoing" -- 

He refers to their position in regard to this interpretation 
of the ruling as to whether the Maritime Freight Rates ct 
was applicable. 

"In view of the foregoing we take the position 

that the decision referred to does not lay down a 
hard and fast rule based solely upon a change of 
title. It takes into account the essential and 
intended movement of the traffic, and in this case 
as that movement is continuous from a foreign 
country to an export country the case is not one 
which is within the purview of the Maritime Freight 


Rates Act. If the foregoing view is not concurred 
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in by the Board I desire to be heard before a ruling 

is made," 

I have also quoted the decision or ruling of the Board. 
That is the one I referred to in connection with this par- 
ticular matter, 

COMMISSIONER INNIS: Q. Do you think that the 
directions of the court are not to the effect that the 
Board should deal a little more tenderly with appeals 
affecting the Maritime Freight Rates Act? 

A That is right, sir. For example, if there is a 
ruling, or something that has been more or less established 
by decision, and it is generally accepted and agreed to 
at that particular time, then if another question came up 
pertaining to the same point - and I will assume it has 
to be identically on all fours - assuming it is identic- 
ally on all fours then Ido not think we should have to 
go through the process of having a general proceeding 
before the Board, a hearing before the Board. I think 
that it could be easily disposed of by a postcard, as 
Mr. O'Donnell would say. 

Q There is an implication in this statement that 
the Board should show more initiative in cases which come 


under the Maritime Freight Rates Act? 


A In other words, to:act on its own motion. 
Q Yes, 
A But you see the limiting factor there, as l 


interpret it, is in connection with section 19. Somebody 
makes a complaint, and naturally you have to send a copy 
of your complaint to the railways, or you will be 


instructed so to do. The railways come into the picture 
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and they say, "We want this set down for hearing." A 
situation results where the party would not have the time 
and would say, "What is the use? We will throw up our 
hands." 

THE CHAIRMAN: Q. Throwing your hands up, as I 


understand it, does not dispose of the case against you. 


A Here is the point I have in mind -- 

Q The Board must still proceed to ascertain the 
facts? 

A Unless the case is followed through - I have in 


mind the case of a complaint from Prince Edward Island 
made by the Alberton, Prince County Board of Trade. There 
was an exchange of correspondence on it. 

Q Between whom? 

A The Board and the complainant. A letter was filed 
by Mr. MacNaught on behalf of the Alberton Board of Trade, 
or he made a complaint, and the matter was reopened. It 
was thought the matter still stood. The complaint was 
made two or three years ago. I forgetthe exact date, but 
it was a year and a half anyway. The matter was revived, 
and we communicated with the Board on behalf of the 
interested parties in Prince Edward Island in December 
of last year, and they came back to the effect that we 
would have to go in and give all the details. Therefore 
during that interim that case was not progressed. It might 
not be altogether a case under the Maritime Freight Rates 
Act, where Maritime freight rates are involved, but it 
was allowed to rest, and after the lapse of a certain time 
the matter was just allowed to rest. The case was not 


progressed with by the Board. I think that is an 
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illustration of the point. There was a complaint made, 

the reply of the railways, and the Alberton-Prince Board 
of Trade did not follow the matter up with a further reply. 
The file was there and the Board took the stand that the 
File was more or less closed on it. 

MR. O'DONNELL: If I may interject a word, I 
think possibly it should be pointed out that the duty of 
the Board to act, as the learned Judge of the Supreme Court 
says, is not restricted solely to cases falling within the 
purview of the Maritime Freight Rates Act. That is the 
everyday duty of the Board under the Railway Act. The 
Board as an administrative tribunal has to get the facts. 

If the shoe were on the other foot and an 
individual shipper wanted a hearing, and the railways said, 
"This matter is so simple that you do not need a hearing", 
the individual shipper nonetheless is entitled to his day 
in court. This is still a democratic country and we pro- 
ceed in that way in oon court. If one party wants a 
hearing and the other party does not wish to attend that 
is the other party's affair, but under the law if a party 
requests a hearing he is entitled to it. 

He might have something to submit to the court 
at the open hearing that would change the whole tenor of 
the prior judgment, and under the Railway Act the Board is 
entitled to reverse itself as many times as it pleases, 
as and when there is occasion for so doing. If it finds 
its ruling was wrong it has the right to reverse that 
ruling. The very case that my friend mentioned a few 
moments ago was the Provincial Oil Case. He says, "we may 


yet appeal that Provincial Oil case", That was in 1931, 
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going to 
and he is talking about/the Board to try to get it reversed. 

That may be his right. I am not saying anything 
as to that, but I say the Board has the right to review its 
own judgments,and in my respectful view it is in the 
interests of everyday fair play and proper administration 
of justice that that democratic procedure should continue. 
A man is entitled to his day in court, whether it be a 
shipper or a railway company. If the facts or the law 
are other than one party seems to think then the other 
party is entitled to present his views to the court. My 
friend, Mr, Sinclair, has been good enough to give me 
section 51 of the Railway ‘ct which reads: 

"The Board may review, rescind, change, alter or 
vary any order or decision made by it, or may rehear 
any application before deciding it.” 

It has the broadest possible powers, and it can 
get its information at an open hearing in court, or 
through its own experts, or otherwise, I would respect- 
fully suggest that to say that it should have to decide 
any given matter, without according a day before the 
Board to whoever may be the complainant, is something 
that would not be in the interests of the administration 
of justice generally. 

THE WITNESS: There is one specific difference 
between the Maritime Freight Rates Act and the Railway Act, 
and that is that the Board has additional powers under 
the Maritime Freight Rates Act inasmuch as under section 9 
they have to determine what is a normal rate for purposes 
of reimbursement to railways other than the Canadian 
National Railways, If, for example, there 1s a question 


under the Maritime Freight Rates Act that may involve 
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reimbursement, that has some relation to the determination 
of a rate, then they might say, "well, now, our authority 
under the Act does not go that far." Probably there are 
additional powers available than those which are under 

the Railway Act in that case where they have to make a 
recommendation to the Department of Transport as to the 
amount for reimbursement of the carrier. That is the 
point I want to mention. 

THE CHAIRMAN: You might proceed. 

THE WITNESS: The Canadian Pacific Steamer service 
between Digby, N.S., and Saint John, N.B., and connecting 
the D; A, R. with the C.P.R., is not considered by the 
Board of Transport Commissioners as qualifying as a car 
ferry under Section 4 (2) of the Maritime Freight Rates 
Act. Consequently reimbursements under the Maritime 
Freight Rates Act on through traffic are reduced 13 cents 
per 100 lbs. to allow for the water haul between Digpy, 
Neo., and Saint John; N.B. H#Except in the case of class 
rates from D.A.R. points to stations in Quebec and Ontario 
west of Boundary, Quebec, the difference of 14 cents per 
100 lbs. is generally absorbed by the railways. 

As to the class rates, that was a matter of 
Successful negotiation with the Dominion Atlantic Railway 
and the Canadian Pacific in relation to revision of rates, 
and in lining up the revision which in some cases amounted 
to 15 per cent, if I remember correctly, they asked our 
Commission in view of the changes, and the question of 
give and take, whether or not the structure would be such 
that a cent and a half would be added on. Where we got 


@ concession in ome case this was a concession 
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expected in the other case, a matter of give and take and 
cooperation which we have had at different times in 
negotiations of this kind. In this particular instance, 
a cent and a half was added on to the rate. 

In contrast Section 32 (2) of the Terms of Union 
with Newfoundland treats the through traffic between North 
sydney, N.S., and Port aux Basques as all-rail traffic and 
therefore subject to the Maritime Freight Rates Act in 
compliance with Section 13 of Amendments to the Statute 
Law (1949) in connection with the Union of Newfoundland. 

While the Maritime Freight Rates Act has been of 
considerable value to the Maritimes! economy, decisions of 
the Supreme Court of Canada and the Board of Transport 
Commissioners indicate that the provisions of the Act are 
insufficient to maintain the "differential between" as 
established by the Act in relation to the effects of com- 
petition of other transport media. 

THE CHAIRMAN: Q. Just a minute until I see 
what you mean by that. You say: 

" ...the provisions of the Act are insufficient to 

maintain the ‘differential between' as established 

By theeAct...." 

If they are established by the Act, how can the Act 
itself be insufficient to maintain them? 

A The point which I wanted to express there was 
that, let us say, between Montreal and Toronto because of 
competition the rate has been reduced from 50 cents to 
40 cents to meet that competition, which would be a 20 per 
cent reduction. In the meantime we had a rate, as reduced 


under the Maritime Freight Rates Act, to the Toronto 
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market of 50 cents. We could not maintain that "differ- 
ential between" that was established under the Maritime 
Freight Rates Act before, that is to say, we had a rate of 
Wicea vis 50,, The point I raised before, and which was 
brought up in the potato case, was that therefore we lose 
that discrimination between. In other words, our rate 
could not be reduced by another amount to bring our rate 
down to say 40 cents, so that the discrimination between 
that had existed before the competitive/was implemented 
no longer exists. 

2 It would require an amendnecnt to the Maritime 
Freight Rates Act? 

A MiathLs xi cht 

Q To put it the way you think it ought to be? 

A Thatverstrigny., 

Q I notice you put in quotation marks the words 
"differential between". Where are you quoting from? That 
is in the fourth line from the top of the page. 

A I believe, Mr. Chairman, that should be "discrim- 
ination between". 


Q fastead of “differential”? 


A Yes. 
Q Where are those words found in the Act? 
A They are found in section 314 of the Railway ‘ct, 


and were used in the Supreme Court decision I referred 

to recently of June 8, 1933, a part of which I quote on 
page 69 of the brief. If you will look down that page you 
will see the words, "Shippers, in Nova Scotia, of apples, 
for example", and then I have in brackets, "Railway Act, 


Section 314." That is taken from the Railway Act. 
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MR. O'DONNELL: Q. What page? 
A Page 69 which I read. 

THE CHAIRMAN: What part of section 314? That is 
a tong section. 

MR. SINCLAIR: Subsection 4, 

THE CHAIRMAN: "No toll shall be charged which 
unjustly discriminates between different localities." 

THE WITNESS: He just used those terms. 

Various estimates have been made of the inroads 
on Canadian railroad revenue by motor trucks. In 1946 it 
was estimated at approximately $130 million. Of this 
amount approximately $97,500,000 was due to loss in 
traffic and $32,500,000 was based on competitive rate 
Mee semis? 

1 base’ that) calculationron. an, addresseoranir, Gl. 
Johnson, Assistant Transport Economist, Department of 
Research and Development, Canadian National Railways. I 
think if I remember correctly the breakdown was based on 
the ratio that he had adopted in a previous statement, 

In the 20 per cent case it was estimated that 
approximately 21 per cent of the Canadian freight revenue 
of the Canadian National Railways in 1948 was obtained from 
Competitive rates. If it is assumed that in that year 
competitive rate reductions averaged 25 per cent then, on 
the basis of the figures of the Canadian National Railways 


(115) 


loss in revenue from competitive rates on that 


ik Address of G.R. Johnson, Assistant Transport 
Economist, Dept. of Research and Development, Canadian 
National Railways, before the Canadian Industrial 
Traffic League, October 6, 1947. 


(115) Evidence of L. J. Knowles, Freight Traffic Manager, 
Canedian National Railways, p. 3165, vol. 813 Trans- 
Cript of Evidence, etc. 
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railway alone totalled approximately $13,000,000. 
Competitive reductions have been effected to a 
large extent on commodities which take the higher rates. 
A study of rural traffic on highways of the United States 
in the period 1936-38 indicated that the total ton mileage 
of carried loads was divided among the sae Cpe 
aE 


classifications in the following proportions. 


Manufacturers and Miscellaneous 66% 


Products of Agriculture 17% 
Animals and Products 10% 
Products of Mines Ae 
Products of Forests Le Tieal 
Total 100% 


Approximately 53% of all ton mileage carried in 
the period investigated was inter-city. <A study of highway 
traffic in Canada would possibly indicate a somewhat similar 
pattern. 

The loss in revenue resulting from the diversion of 
high classed traffic to other transport media, and the 
reductions in rates concomitant with more costly services 
ana facilities in order to retain the traffic create a 
Situation in which the burden for meeting the revenue needs 
of the railroads tends to be shifted more to long haul 
traffic, basic and primary commodities, and in general, 
persons and industries dependent upon long hauls in Canada 
that are generally less capable of absorbing the additional 
load. The proposals of the railways in both the 21% and 
20% cases to increase the rates on all commodities, except 


in the case of coal and coke and as otherwise exempted, by 


(1i6) Transportation in merica, 1947, Association of 


American Railroads, page 310, 
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uniform percentage increases are indicative of a shifting 
Treuie rave burden. 

I refer to the report of the Duff Commission at 
page 154. 

THE CHAIRMAN: @. You refer to it here? 

A L am referring to it at this point, Mr. Chairman. 
At page 154 of the Duff Commission report this statement 
is made: 

"If the railways lose a large part of their 
profitable short distance traffic to the roads, a 
readjustment of the whole freight rate structure 
may be necessary, with a possible increase in the 
rates charged for the long distance and heavy freight 
tearfic." 

MR. O'DONNELL: Mr. Matheson, you must have the 

wrong page for that because the Duff Commission report 
only has 115 pages. 

THE WITNESS: It might be section 164. 

MR. SMITH: Did you mention 154? 

THE WITNESS: I said 164. 

MR. SMITH: It is section 164, page 55. 

THE WITNESS: The 21% increase in freight rates 
effected on April 8, 1948, resulted not only in a worsening 
of the competitive position of Maritime industries in some 
of the markets of the Central Provinces ratewise, but these 
increases, coupled with the subsequent increases in 
competitive rates, have largely been passed on to consumers 
in the Maritimes. 

While a comparison of class rate increases 


effected on April 8, 1948, and now proposed, does not depict 
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the .actual situation as in the case of class rates from 
the Maritimes vis-a-vis the competitive rates on the 
same class of commodity in the Central Provinces, the 
subjoined table of increases does reveal the worsening 
of the Maritime position ratewise vis-a-vis Montreal, 


for example, as a result of uniform percentage increases: 
(a7) 
TABLE le 


INCREASES IN CENTS PER 100 lbs.OVER 
RATES IN EFFECT ON APRIL 7, 1948, 


First Class FifthClass 
TO TORONTO,ONT. Apr 8/48 Proposed April 8/4 Proposed 


From: 

Saint John, N.B. 22 47 BaD e4 

Hedifax, N.S; 22 47 et 24 

Sydney, N.S. 26 49 ia 24 

Yarmouth, N.S. 26 56 Ls. 28 

Montreal, P.Q. ai? Sie 85 183 


FROM TORONTO,ONT, 


To: 

Saint John N.B. a4 52 12 26 

Halifax, N.S. 25 54 125 26s 
Sydney, N.S, 26% 564 Ls #8 

Yarmouth, N,S, 304 663 16 34 

Montreal, P,Q, iy oT 8 18% 


(117) Also see Appendices 64, 65, 66 and 67. 
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I left out Charlettotown, but in appendices 64, 
65, 66 and 67 there are further details of the impact of 
these changes. 

The situation which has evolved pursuant to the 
effective date of the Maritime Freight Rates ct - July 
1, 1947 - may be briefly summarized as follows: 

(1) Competitive rate reductions outside the select 
territory have resulted in nullifying the 
statutory advantages in rates as intended by 
the Act to persons and industries in the Mari- 
times. 

(2) Uniform percentage increases effected on April 
8, 1948, and currently proposed, tend to 
accentuate the disadvantages of distance to 
industries in the Maritimes on. traffic to some 
of the principal markets of the Central Provinces, 
and to consumers in the Maritimes vis-a-vis 
consumers in the Central provinces on traffic 
eastbound. 

(3) The increase in fifth class arbitraries over 
Montreal from Saint John and Halifax, for example, 
to stations in western Canada effected on April 
8, 1948, was 1 cent per 100 pounds. 

I want to stress that it was only a small amount. 

The proposed 20% increase would increase the 

fifth class arbitrary over Montreal from points 

taking Saint John and Halifax group rates by 

2 cents generally. The recent increases in 

transcontinental competitive rates from Maritime 


originating points to B. C. coast points also 
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reflect the mitigating influence 

arbitrary basis over Montreal on 

western Canada. 

The limitations in the increases 
points, as compared with Central Canadian 
in western Canada present an illustration 


effect of the arbitrary basis of rates in 


Matheson 


of the Low 


traffic to 


from Meritime 
points, to stations 
of the restraining 


maintaining rela- 


tionships and in lessening the impact of uniform percentage 


increases. If the arbitraries were maintained constant it 


would not only have the effect of maintaining relationships, 


but would also result in lesser percentage increases as 


distance increased. 


It is therefore recommended in connection with the 


Maritime freight rate structure that the class arbitraries 


that existed on April 7, 1948, between Maritime originating 


points and stations in Canada be maintained constant in 


the application of any general rate increases in Canada that 


might be found necessary and justifiable. 


THE CHAIRMAN: “We shall adjourn until 2.30. 


---The Commission adjourned at 1 p.m. to resume at 2.30 p.m, 
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AFTERNOON SESSION 
HalifaxseN so 
July 13th, 1949 

RAND H. MATHESON - Recalled. 

THE CHAIRMAN: Very well. 

THE WITNESS: 

3. The Incidence of Horizontal Percentage Rate Increases 
and Other Rate Changes and Their Effects on the Mari- 
time Provinces. 

(a) The Problem. 

The basic economic geography of Canada has been 
described as a "strip Pec agrees to 4,000 miles 
long and from 150 to 400 or 500 miles wide, and compris- 
ing four basic economic units. 

THE CHATRMAN: Ore lithe tlirst place, “wal hevou 
tell me what is meant by "Strip economy"? 

A. I am quoting from "The Canadian Railway Problem" 
Dyemessiie KR. *Thomson, at page 255. it is like a ribbon 
acroxs the country. 

Q. It means long and narrow? 

mm Mav is rieht, Mr. Chairman. 

Canada's transportation and communication systems 
are the means by which this strip is linked together 
politically and economically. Indeed, without these 
systems the various economic units would hae functioned 
Peso earoitrari ly with the adjacent, territories of the 
United States. Originally the economy of the Maritimes 
was correlated with that of New England, but as a result 
of Confederation and the effects of the National Policy 
the Maritimes have become dependent upon the relatively 


longer haul from Central Canada for the greater proportion 


(118) Lesslie R. Thomson, p.255,""The Canadian Railway 
Problem. " 
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of manufactured goods they consume, and more dependent 
upon the markets of Canada for a large portion of their 
output. 
i.16.the ineidence, of ,»thisvs trip patvernror 
Canada's economy and the artificial inter-dependency of 
the extremities upon the centre that accentuate the impact 
of uniform percentage freight rate increases on long haul 
Bee i Cs 
In both the 21% and 20% freight rate cases 
the Maritimes strongly opposed this method of increasing 
freight patee oD) It was contended by Maritime 
Counsel that the experience of the Maritimes in respect of 
Horizonpal or uniform percentage increases Mas) been one of 
destroyed relationships and arbitraries, resulting in 
augmented transvortation handicaps. Brierly. Lo was 
submitted that: 
(a) In general revenue cases in the United States 
there Nas been a departure from the principle 
of uniform percentage increases in the application 
Of alternative measures. as exceptions to general 
proposals, particularly’ in the case of lone haul 
traffic and basic and primary commodities, 
including foodstuffs, The exceptions have been 
in the form of percentage increases with maxima, 
lower percentages with or without maxima, and specific 
amounts per 100 ibs. 
(b) The powers of the Board of Transport Commis - 
sioners to prescribe exceptional measures: to 
(119)See arguments of Hon. C. J. Burchell, P.C., and 
yO, smith, K.C., Board of Transport Commissioners 


Transcript of Evidence, Vol. 787, pp. 17791. to 17817 
inclusive; Vol. 817, pp. 4497 to 4520 inclusive. 
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proposed horizontal percentage increases are 
practically identical to those of the Inter- 
State Commerce Commission. 

(c) The Board has in the past prescribed alternatives 
to general Ge 5 ee in the Eastern 


(Cian 
Rates Case stated as follows: 


"Preference and discriminations as 
between commodities or localities are dis- 
cernible in some instances, and these would 
only abe moerpet uated were *thegprincipie Of <a 
uniform percentage increase adopted that was 
suggested by some of those who appeared in the 
case. Some articles may reasonably stand a 
greater lift in the schedules than others; on 
the other hand, the advances asked for in some 
items may be deemed too great, or even inad- 
missible." 

THE CHAIRMAN: Q. hen was that case? 
A. It was the Eastern Rates Case in 1916 and the 
Gecision is’to be found in 6 J.0.R.. & Ri, age page 164. 
a And what volume? 
A. Volume Six. 
Q. All right. 


(120)Alternatives from the applications of the carriers 
were prescribed in cases reported in 22 C.R.C., p. 4; 
CoG C4, Dy AOA VIP 2OeRs, GOR) vee (omc ome. bh ee. 
joo bet ih Os 
Men Buen O'Donnell, K.C.5 Counsel of the Cun GRDysE, 
admitted the prescription of alternatives by the 
Board, and in so doing contended to the effect that 
the Board's powers were different from the powers 
of the Interstate Commerce Commission in that con- 
nection but he did not explain or indicate in what 
respects. He also stated to the effect that the 
exceptions the Board did prescribe were generally 
"4n the national interest.” See pages 4777 and 4780 
B.T.C. Transcript of Evidence, Vol.818. 

0771 7.0.R. & R., p. 164. 
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THE WITNESS: 

The action taken by the Board of Transport: 
Commissioners in the past leaves no doubt as to 
its powers to prescribe alternatives to railway 
proposals in general revenue cases. 

(ad) Among other things, it was the effects of 
increases, including the horizontal percentage 
increases between 1916 and 1921, that ae eee 

wee 
the recommendations of the Duncan Commission 
which led to the passing of the Maritime Freight 
Rates Act involving a "broad measuring" of an 
approximately 20.per cent reduction in rates 
es orevaded wn the Act. 

(e) The method of increasing rates by general 
horizontal percentage increases precipitates the 
Same restricuive economic conditions which the 
Maritime Freight Rates Act was intended to 
alleviate. 

(f) General horizontal percentage increases are 
not sound, as the method postulates that all 
traffic can bear the same burden percentage- 
wise and that the conditions and circumstances 
tneace Clive Pise Go additional revenue ware 

(122) The Duncan Commission found to the effect that the 
horizontal percentage increases were in one sense 
connected with the general problem, but were not so 
inter-connected "as to make it impossible to deal 
with it separately." "Indeed the reaction of the 
burden which it imposes is so great that, in 

our view, it should be dealt with as a special 

problem." "The railway administration, in giving 

evidence before us, agreed that long distance 

Crattic,.verticularly heavy traffic, nad’ been 

seriously prejudiced by the operation of the horizon- 

tal increase." "In view of the importance of 
railway rates to long-distance and heavy traffic, 

we have no hesitation in recommending that the 

matter should be taken into fresh consideration 


by the Railway Commission." - pages 26 and 27 
Report of Royal Commission on Maritime Claims, 
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in direct proportion to distance. 

(g) Except in cases in which percentage increases 
are low, the general horizontal percentage method 
without exceptions is restrictive and tends to 
prevent producers located at points distant 
from the principal markets competing with pro- 
ducers located nearer such markets, thus 
affecting adversely the equal, wide and 
complete development of the nation. 

The questions now arise - 

(1) Is the "strip economy" of Canada amenable to uniform 
percentage increases? 

(2) Have uniform percentage increases disrupted rate 
relationships and affected persons and industries in 
the Maritimes? 

(3) Are changes in the Railway Act, and other legislation, 
necessary to increase the Board's power so as to 
enable greater freedom in prescribing exceptions to 
proposed uniform percentage increases in the 
marional or public interest? 

The economic structure of Canada dictates that 
uniform percentages as a method of increasing rates in 
Canada on long haul traffic, particularly on basic and 
primary commodities - including foodstuffs - should be 
avoided if they tend in any way to be restrictive and 
prevent producers located at points distant from the 
principal markets competing with producers located nearer 
Such markets, and thus tend to affect adversely any 
Section of Canada. 

The effects of the straight horizontal method of 


increasing rates in aggravating the posture of the 
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Maritimes in the competitive markets of Canada is 
evident from the relative increases indicated in Appendic- 
63 to 67 inclusive, of Volume No. 2. 

The increases as applied to grain and grain 
products from the Head of the Lakes to the Maritimes 
since April 7th, 1948, are also exemplary of the effects 
of horizontal percentage increases in destroying relation- 
ships associated with rates that have been prescribed by 
the Board of Transport Commissioners and maintained for 
years. For example, between December lst, 1921, and 
December 5th, 1932, the all-rail carload rate on grain 
and grain products from the Head of the Lakes to Halifax, 
N.S., as established by General Order No. 350 dated 
November 24th, 1921, was 57¢ compared with 553¢ to Saint 
dohn, N,B., or a difference of 13¢. On May Ist, 1941, 
the rates were 42¢ to Halifax, N.S., and 40¢ to Saint 
John, N.B., or a difference of 2¢; on April 7th, 1948, 

Gee vo Halifax and 50¢ to Saint John, stili a difference 
of 2¢ per 100 lbs. 

EL shall point out ‘that, in the interim; 
particularly around 1930, the grain rates from the head of 
the lakes, all rail, and lake and rail, to Eastern Canada 
Canadian destinations were substantially reduced to 
meet competition. 

THE CHAIRMAN: @Q. To meet whose competition? 

A. Water competition. 

Q. I thought you said they were bot® rates? 

A. "Lake and rail" is a term used when part of the 
movement is by rail and part is by water. And the fact 
of the all water movement resulted in a depression of 


the rate to meet the all-water routes. There was a sort 
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of maintenance of a differential that had existed 
back in 1921, on the normal rates established by the 
Board. 
Q. Between Halifax and Saint John? 
A. ae Lor ee. 
However, as a result of the 21% increase 
effective on April 8th, 1948, and the 15% increase on 
September 15th, 1948, the rates are now 59¢ to Halifax and 
55¢ to Saint John, or a difference of 4¢ per 100 lbs. 
THE CHAIRMAN: Q. What is the effect of the 
Hew -carifr? 
A. It is 56¢ to Saint John, all rail, and 59¢ to 
Halifax. 

ae Making a difference of 3¢? 

A. thas 2S rien, sSubfect: to a -check, Perhaps 
Mr, Fitch would be good enough to check that for us. 

TG is sieniricant bo neve thar Chis ou. erence 
exceeds the 2¢ difference in the existing normal rates of 
69¢ to Halifax and 67¢ to Saint John. 

The additional burdens to the Maritimes stemming 
from increases effected since April 7th, 1948, and pre- 
sently proposed, are evident in the following illustra- 
tions: 

Those 69¢ and 67¢ rates are the rates as 
prescribed by the Board of Transport Commissioners and 
increased by 21%,pursuant to the decision of the Board in 
the 21% case. 

(1) Rates on canned goods from Simcoe, Ont., for 
example, to Halifax, N.S., have been increased 
from 50¢ to 81¢ per 100 lbs. carloads, or by 
62%, and if the present proposed increase of 


20% is effected the rate would become 97¢, or a 
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total increase of 94%. 

(2) The soread in rates on billets and blooms as 
between Sydney, N.S., and Hamilton, Ont., to 

Toronto, Ont., was increased on April 8th, 

1948, from $4.20 to $5.08 per gross ton, and 

on the basis of the proposed 20%increase the 

spread would be further widened to $6.09 

per eross ton. 

(3) The increase effected on April 8th, 1948, 
infauenced W. H. Schwartz & Sons bd... of Halirax, 

N.S. to establish a branch plant in Montreal,P.Q. 

There are to be several witnesses in regard to 
different matters that are referred to at this point 
and subsequently, and some of the statements which are 
here, and they will be available for any questions which 
might be asked. 

Some of them might not be able to appear in 
Halifax because of prior engagements, but they will be 
available at other points. For example, Enamel and 
Heating Products Limited, and Enterprise Stove Company, 
will have two witnesses available at Charlottetown in the 
event that some questions might be asked. Mr. Schwartz 
intimated to me that he would also be available here at 
Halifax tomorrow, if it is desired. 

THE CHAIRMAN: Q. For instance, in subparagraph 1, 
on page 78, you say that the rates on canned goods from 
Simcoe to Halifax have increased from 50¢ to 81¢. 

Would that be on account of the 21%? 
A, The 21%. 
Q. But why does it cause a 62 per cent increase? 
A. They have removed the competitive rates. 


Fifty cent was the competitive rate. 


| 


v 


388 f sons Sec ie Boa EN md , 7 i a ae | 
Pies >? - ‘- oan 
spe beat re oa ee 
on catia anon ok ue ema OEE 8 
nay ee 2 Pyby S604, ae Te. nanan, antes Te. + 


be om noe hte ees ae eure t wcarsdie ae 


scaly) 
Pi aM ; | aie snark. com a 
| Mah! Loh. a0: baseuetite ceed! elt. te} ay 
an ie * Ga pita BS eae pte We ems . 

bf pce” WRT: Eee dees hits: mie | Bilt ey 


Lee yisy ae 


wir Lainey ah ane aa sche Sy ROEES 


aT 


: Mak 
SePogoity ae of ied tot ate sie eabaes 
among tt: Sa tries BS 9 hae hee, 3 


mongpeedt ot WRK kr 1% 
: y et 
. ‘f i 

' Pie cpa j ils bye ss 5 rs: a} aa hes * _ / 

as EN ote hole ape ei ti a a 
ae aR Psane Ue Te oe Eipye Gl bale ‘apt Dig | 
| ~BaNahy 4G; 


Oe 
:. ‘ vy 
ee aine Hints) OS, SLR : don Se ee ae ae htsiei 
Sa ee iy eokS Jad |, einer wets Tee = am said mE NAS 
a4 a\ ‘ yey ee 


\ 7 / j 
; eae be et oh GH aS : aa ASS ‘gytheae Bae: poe 
ho! bee aeons wan | 


eRe oe? vot eee 
aria BO hegre sage we 


pet iwiits wets st pie eg Cire pin s 

be Lie Widabbets Heubsta* bepow Wee Sisley 28 depth 
- pce male ‘a8 mE ‘tans ok sen sameet od 
a 


: ” = ri an aes ats ie 4 

Mian ps ni eerie vee 4 parted eAT is 4 i oe 1 aA £ ii at cs 

peo eed betas ify ey Pay ae axes 3a gare sll ia @ \ aEag te 
— « 


tae 
1 
es 
a 
== 
a. 
- 
. 
Re 


gif Gos mons ese eri at 
weiy oy ay Gee) eee eas | 
- go eT 1 ‘ 


ays tt te 


shed ite SON us 


- 3ecn.< Mr. Matheson 


a, It has been wiped out by the 21% increase? 

A. But on regular class rates, it is a 5th class 
rate; and if the other 20% is added it comes up to a 
total increase of 94%, as compared with the competitive 
rate which existed previously. Those competitive rates 
EP ornon come into errect until eround April 15. 

Q. Of this year? 

A. ho, im. any year. 

Q. According to navigation? 

A. That is right. And I assume that the 50¢ rate -- 
you see, there is a sort of anachronism there in con- 
nection with my dates, which I want to make clear. aR x 
the competitive rate did not come into effect until 
Borat 15, then, this illustration of April 7 should be 
noted. 

Q. It might be too early? 

A. The ct sis; peens. 

On You give us April 7 and increase to 62%; but not 
until the effect of what would occur after April 157 

A. After April 15, the competitive rate -- and I 
am assuming that the competitive rate does come in on 
April 15 -- 

Q. You must know whether it did or not, because 
you are talking about 1948? 

A, That can be checked back. some might come in 
April lst, and some on April 15. But most do come in 
meee | 15. Let us assume that the competitive rates 
are established each year on April 15 in connection with 
canned goods; and let us assume that the date for the 
increase of the 21% was April 25. Then the 50% rate 


would be established as of April 15, and it would be 
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by 21%. 
The 50¢ only? 


Yes; and in due course, in this year, the 


competitive rates were withdrawn, 


Q. 
A. 


Q. 


—_ 
4 
et 


in Charlot 
(5) 


a 


That would be about 103 cents over? 
Approximately, sir. 


Yes? 


The differences in freight on raw materials of 
production to the plants of Enamel & Heating 
Products. limited located: in sackville, N.B , 
and Amherst, N.S., were increased approximately 
$34,000 and $27,500 respectively over plants 
located in Ontario based on the 1947 purchase 
of the Maritime Company. If the proposed 

20% increase were effected these differences 
would be increased to approximately $41,000 

and eee war 

Mr. French of that company will be available 
tetown to answer any questions in that respect. 
The Winter rates on applies per Darres fron 
Kentvilie, N.s., to Montreal, P.@., were 
increased from $.829 to $1.007 as on April 8th, 
1948, and if the proposed 20% increase were 
effected the transportation charge per barrel 


(124 
would be up $ .381 at $1.21. 


(Page 3605 follows) 


mee Appendix 77. 
Appendix 78. 
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COMMISSIONER ANGUS: Q. Do you go so far as to 
Suggest that a horizontal percentage increase in rates 


is not consistent with section 8 of the Maritime Freight 


Rates Act? 

A. Mr. Commissioner, that was argued before the 
Board of Transport Commissioners in the 21% case, and 
there is still a question. 

THE CHAIRMAN: Q. That what? 

AL , They did not countenance that argument, in any 
Pvenc. iL Wild) retier to1it latermon. 

Pa ethey proceeded, as if the argument was not: valid? 

fh. Yes.- In. other words, it’ involyed also» to some 
extent the question of the interpretation of section 
3(2) (bv) of the Act, Both of them were read in together, 
section 8 and section 3(2)(b) of the Maritime Freight R tes 
Act. 

Qs Might there not be ground, then, for appeal 
in the Supreme Court? 

A, There is a strong question there, Mr. Chairman, 
meee nat,jend -L think it is the general feeling of 
our Commission that rather than go to the expense of 
epveaiing-to the Supreme Court, if there were any 
change or if it appeared that a change should be made 
in regard to these horizontal percentage increases 
Wivnan The vAct, bhiwould behpreferable to goingsto the 
expense of appealing the matter. 

@. That is, you would ask that the Act be amended 
if necessary? 

A. That the Act be amended. 

“, That is what you ask us to recommend; is that it-? 


A, Yes, Mr. Chairman. 
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MR. O'DONNELL: I think the Board made it 
quite clear that there might be some cases that would 
require adjustment, and if such were the case as and 
when required that could be done. The Chief Commissioner 
said, at page 65 of the 21% judgment that he viewed 
the horizontal increase as the only workable and practical 
method of dealing with the question in order to provide 
the additional revenue required by the railways, and then 
he went on to say: 
"While there are a number of individual cases 
where discrimination oY Faves el wered vorrei Sy 
and it may be that some of these require special 
and separate consideration, on another occasion. 
Bbuv they do not seem to be so outstanding as to 
require separate treatment in a case of this nature. ' 
Then he mentioned British Columbia and the Province of 
fiberta, and made it quite clear ao Several Places 
in the judgment that the Board was open to anyone who 
could make a case of being adversely affected by the 
norizonval increase. 
THE CHAIRMAN: Yes, but I understood from 
Me ia eneson that the question of the rates conterred 
on the Maritimes by this special Act was raised before 
tiem. 
MR. O'DONNELL: Oh, yes, it was discussed fully. 
THE CHAIRMAN: Did they discuss it in their 
judgment? 
MR. O'DONNELL: There is reference to it in 
the judgment. 
MR. SMITH: Of course, the whole matter was 


referred back to the Board by the Committee Mr. Chairman, 
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and that matter was -- 

THE CHAIRMAN: Was there any special reference 
mde to this point ? 

MR. SMITH: Oh, yes, it was argued. There has 
been no judgment on the review as yet, as your lordship 
knows. 

MR. O'DONNELL: I think our friends are quite 
willing to concede that the Board could reduce the 
maritime freight rates, but they did not think the Board 
had power to increase them, and it was argued that on 
the face of the Act itself, and particularly section 3(2)(b) 
they may be increased. Section 3(2)(b) reads: 

"The Board of Railway Commissioners, here- 

inafter called the Board, is authorized and 
GUPe OCCU, UUs «ams. ; 

(o) maintain or cause to be maintained such 

substitutred tariffs, subject to ail provisions 

of the Railway Act respecting tariffs of 

Lolis not inconsistent with this Act, on tne 

general rate level of approximately twenty per 

cent below the tolls or rates existing on 

Pie fips day or July, one thousand nine 

hundred and twenty-seven, while the cost 

of railway operation in Canada remains 

approximately the same as at the said date, 


but the Board may allow the increase or 
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"reduction of such tolls or tariffs from 

time, to time to meet increases or reductions, 

as. the.case may.be, in such cost of 

operations. * 

There was a long argument directed to the Board, 
and, as my friend Mr. Smith says, it is under review 
at.the present time, along with everything else that 
was discussed in that case. 

THE WITNESS: Page 38 of J.0O.R. & R., volume 
38, No. l(a). Page 38 refers to the discussion of the 
Maritime Freight Rates Act by Commissioner Cross, and 
it goes on to page 40. 

MR. O'DONNELL: Then the Assistant Chief 
Commissioner went on to discuss it at page 83. 

THE WITNESS: At page 81 to 84, Assistant 
Chief Commissioner Wardrope. 

The Duncan Commission was impressed that 
the Railway Act apparently did not bestow upon the 
Board of Transport Commissioners sufficiently broad 
powers "to pass under its review, when appeals are made 
tO it, the same wide range of business considerations 
which railway companies themselves can take into 
account in forming a judgment as to the extent to which 
they should develop trade and INR gs 6 Com- 
mission, therefore, recommended to the effect that the 
Board should be vested with wider supervisory respon- 


Sibility in the public interest with power - 


(25) Pages 24, 25 and 26 Report of the Royal 


Commission on Maritime Claims. 
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(a) to establish rates for the development 
of the natural basic products and associated 
enterprises; and 
(bp) to investigate and determine the incidence 
of the railway charge on production costs. 
THE CHAIRMAN: Q. On that point, the 
Board has said on several occasions that it has nothing 
to do with the building up of industries, for instance. 
I think that somewhere in this brief you say that 
Unewe ere cases) where. che Board has, taken-such, into 
consideration? 
A. Yes, Mr. Chairman. 
Q@. And have you given instances of that? 
A, I have the references quoted, and I will refer 
to them specifically, Mr. Chairman. 
COMMISSIONER ANGUS: Q. Is your recommendation 
applicable to the whole of Canada or just to the 
Maritime provinces? 
te we NOss thisrpartvicular part deals with the whole 
of Canada -- to investigate rates for the development 
of the natural basic products, and so on. I am speaking 
of the whole of Canada. That would be in the Railway 
Aet, that particular part. 
MR. O'DONNELL: You are referring to the 
Duncan report here. 
THE WITNESS: But it was the Dyncan Commission, 
Me. O'Donnell, that was taking in the over-all picture, 
in connection with the general rates and the public 
interest, and it was a further elaboration in connection 
with the horizontal percentage increases and economic 


conditions and so on. 
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While Section 325 of the Railway Act does 
give the Board of Transport Commissioners "powers of the 
most sweeping ape ace) has been constrained 
in exercising these powers when economic and geo- 
graphical considerations predominate inasmuch as 
elements Of Unjust discrimination, undue prejudice, 
and possibly unreasonableness would likely be 
evident under substantially similar conditions and 
circumstances. I will repeat that: under substantially 
piiisear condi vions and circumstances: There are a number 
of instances in which economic and geographical 
eonsiderations appear to have been of considerable 
influence in the establishment or approval of certain 
Paces. by the Board, particularly in relation to rate 
groupings and tei, doy ES 

Footnote 127: Groupings suggested on coal - 
Miecwt.© ., 0. Le3% 

THEOGHATRMAN: @.- L/.C.R.Cia, pe leo. Ghat 
is the proper reference, is it? 

A. 1 Wildl check Lt, Sin, buG 1 feek Gunte sure 

that is the one. When I say groupings, you have a 
Pertscular territory -- this its where the economic 
Significance comes in -- you have a particular 
territory blanketed, you have a range, and in connection 
with some of the coal rates, speaking of western C nada 
now, you will find for example different groups, 
different mines, while there may be a distance, a range, 
of a few miles, all taking the same rate to a common 
market. That would be in the sense of an equalization 


of these particular mines going into that particular 


Sak AS eee 


(126) 1931 Supreme Court Reports, page 668. 
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market, which therefore is, of economic significance. 

Then we have groupings prescribed in 
Eastern Canada - V1 J.0.R. & R., p. 183; Reduced 
arbitraries prescribed - Xll1l J.0O.R. & R., p. 61: 
Aribtraries on grain and grain products maintained - 
Wii i..n. © h-, D. 1O4.@ 187: Groupings on coal 
me JIRALiIng DOInvs prescribed — 47% Gun Cue pipes « 

I am not quite certain about that case, but I believe 
that has to do with coal in the Saskatchewan Estevan 
facld. Relationships as between paper mills prescribed - 
42 C.R.C., 15@ p. 60: Relationships between competitive 
producers that have existed for years maintained - 
Canadian Railway Cases No. 237 (Canadian Freight 
Association). That is not reported in either the C.R.C. 
Peete OUR we he DUb Lee ls Boarndis Ci leanne. ites: 
BUG, lL believe. that case, if I remember correctly, 

has been referred to in that newspaper case, 42 C.R.C. 
15. Judgment dated March 30th, 1910 (not reported in 
Canadian Railway Cases). 

LT want to make 1t clear that there were 
elements of economic and geographical considerations 
involved in those cases which the Board did act upon 
in their consideration. 

COMMISSIONER INNIS: Q. Are there any cases 
in which geographical and economic considerations are 
not? | 

A Oh, there are numbers, Dr. Innis, case after 
case, in almost monotonous repetion - They say, 
"Beonomic and geographical factors are beyond our 
consideration". 


Q. That may be, but I suspect that careful analysis 
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would show that you could find very, very few cases in 
which economic and geographical considerations were 
nov involved. 

A, Lagree with you. I would say there is an 
aspect of economic and geographical factors in practically 
every case. 

Oe etney te wets meantk.: Iwas just wondering 
Why you were singling these out; is it that there is 
some -- 

AeeeLeamvsinglinge: them out specifically because 
these were the cases where it was like setting up a 
Proupinc, tar blanketinge of a territory, where. they, have 
stepped into the picture or they have maintained relation- 
ships, because here is an industry, and we allow such- 
and-such a rate to go in there, that is going to upset 
that relationship, and that will have a detrimental 


et-ecu on that particular tndustry. 


Generally, however, the Board has adhered 
closely to the principle that it has no power 
to regulate tolls, for the purpose of equalizing cost of 
procuccion; rragye ee oreo limatic, OF <ecOnomie 
conditions." — 

If the Railway Act and: the principles 
established thereunder have a restraining 
effect on the Board when it appears to it that in 
the national interest certain rates should be pre- 
Scribed to maintain relationships, subordinate 
distances, facilitate the movement of basic and 


primary commodities, and to lessen the impact of increases 


ee 
oe Con .C., p. 178. 
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on consumer costs, then amendments should be made 

in the Riilway Act and related legislation bestowing 
specifically on the board wider supervisory powers 
making it mandatory for it to give due consideration 
in connection with any rate adjustment to - 

(a) the conditions which at any time prevail in 

industry to the end that commodities may move 

freely: 

(bo) (I am quoting from section 159 of the 

Interstate Commerce Act) "the effect of rates 

on tne movement OL traffic by the carrier 

Or Carraers To0r which the rates are phe ph eaghs 

(c) the rate relationships under which industries 

Nave been established and developed; 

(d) the incidence of increases in worsening regions 

economically. 

The "strip economy" of Canada and the pervasive 
influence of national policies dictate that such con- 
Siderations are of paramount importance for a wide, 
equal and complete economic development of the country. 


(b) The Significance of Two Transcontnental Systems 
in Relation to the Maritime Rate Structure 


dhe reid transportation systems in the United States 
present an altogether different pattern than the 
railways in Canada. For example, there is no single 
transcontinental railway in the United States to 
compare with the Canadian National Railways and the 
Canadian Pacific Railway Company. The United States 
pattern reveals a heterogeneous network of railroads 
converging on large and important markets. An alteration 


in rates in one section may be reflected thrpughout a 


(129) Section 15 (a) Interstate Commerce Commission Act. 
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number of territories. In C nada the situation is 

somewhat different in view of the fact that 

Canada's two large systems serve practically 

all the Canadian territory from coast to coast. An 

aiteration in rates in one section to meet local conditions 

does not necessarily result in adjustments in other 

sections, or between regions, unless Somer ie ive and 

other conditions and circumstances are substantially 

Similar. This distinction in the railroad pattern 

as between Canada and the United States is of 

considerable importance to the Maritime Provinces, 

keeping in mind the detrimental consequences of 

competitive rate reductions in respect of the statutory 

advantages established by the Maritime Freight Rates 

Aet. This difference, coupled with the apparently 

broader application of the Interstate Commerce Act 

in the maintenance of rate relationships and the 

"widest possible distribution of the products of 

each plant and each part of the country thus encouraging 

and promoting 'the free movement of traffic and a large 

degree of competition over broad geographical 

(130) 

areas ! i 
I have fortunately been able to secure for 

the Board a copy of that hearing from the Chairman of 


that particular Committee, with evidence incorporated , 


(130) See Appendix 1-B, which is a copy of a statement 
presenvced by Mr. W liter J. Ketiy, Traffic Officer, 
Association of American Railroads, Washington,D.C., 
before a U.S. Senate Subcommittee of the Committee 


on Interstate and Foreign Commerce, on Tuesday, 


December 7, 1948. 
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and I will give that to the Secretary for the information 
of the Commission. I do not know whether I should refer 
to this appendix in volume 2 at the time, but in this 
appendix 1-B there are quoted the various cases dealing 
with this particular aspect and the granting of rates 
to equalize industries in various sections of the 
country and so on, what the 1.C.C. took into considera- 
tion, covering such commodities as sugar, grain, 


salt and various others. 


(Page 3620 follows) 
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contrasted with the failure of the Maritime 
Freight Rates Act in that connection, emphasizes 
the need for some measure or measures to permit the 
recognized statutory policies inherent in the con- 
struction and operation of the Intercolonial to be 
re-established in the public interest. 
(c) Basic Recommendations 

It is well to remember that it is an established 
principle in rate regulation in Canada and the United 
States that the rate on one railway is not necessar- 
ily Bs ee of the rate to be charged on another 
railway; for example, in the case of Dominion Sugar 


oa) 


Co. vs. Canadian Freight :ssociation 


There are several other cases along the same line. 
THE CHAIRMAN: Q. What year is that? 

A i ¢an check upon that. 

Q Ve 2, recens or o1d? 

A No, it is quite a number of years ago, 14 C.R.C. 
I think the present volume is around 62 or 63 of the 
Canadian Railway Cases, so it is quite a number of years 
ago. 

Q Go on, please. 

A --the then Board of Railway Commissioners stated 
to the effect that as a toll obtaining on one railway can- 
not be claimed to be unjustly discriminatory simply because 
a toll on another, which isput into effect for competitive 
reasons, is lower, it being within the discretion of the 


carrier whether it shall meet competition or not. 


(131) 14 c¢.R.c., 188 at pages 191 and 192. 
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THE CHAIRMAN: Q. How does that apply today when 
there are virtually only two railroads? I can understand 
it applying in the United States. 

A bet me seeiif IL get your question: If, for 
example, you establish a rate from X to Y in Toronto -- 

Q That must be either via the Canadian National or 
the C.P.R. 

A Let us say it is the Canadian National, on a 
commodity that is produced in the Maritime Provinces, and 
the rate is put in to meet competition. We cannot get a 
corresponding reduction from the Maritime Provinces because 
the competition may not be on all fours with that which 
exists in the area where the reduction is made. Let us 
assume, as a matter of illustration, that this was a 
separate railway known as the Intercolonial System, if you 
wish, and the reduction was effected from .eee Yon sone 
Canadian National in Ontario. Then this railroad in 
this section of the country could look into the matter, 
and if it considered that it was in the interests of the 
industry and of themselves they could reduce the rate to 
meet that particular reduction that was effectuated in 
OnCariLo. 

MR. O'DONNELL: If they wanted to meet the com- 
petition. 

THE CHAIRMAN: Q. That is not what you are stating 
neve. You say: 

"Tt is well to remember that it is an established 

principle in rate regulation in Canada and the United 
States that the rate on one railway is not necessarily 


the measure of the rate to be charged on another 


aB6oo = Mr. Matheson 


Pail wey. 
A I will give you another illustration. 

MR. SINCLAIR: That is the statement of the Board 
jin this case that was cited by Mr, Matheson. It is Coal 
Operators versus C.P.R. and C.N.R. It is a well establish- 
pa princi ple, lt ts to be: found an A7 CR. Cc: 

THE CHAIRMAN: What is the case? 

MR. SINCLAIR: Coal Operators versus C.P.R. and 
O2N.R., 47 C.R.C.; page 72. That is referred to here as a 
well known and accepted principle. 

THE WITNESo: What is the date of thet, Mr. Sin- 
Glasr ? 

MR. SINCLAIR: 1937. 

THE WITNESS: To give you another illustration, 
Mr. Chairman, let us take, for example, the Dominion 
Atlantic Railway. Generally speaking their class rates 
are higher than the class rates on the Canadian National 
Railways in the Maritimes. If, for example, a complaint 
was made that those rates on the D.A.R. should be the same 
as on the Canadian National Railways, by that principle as 
laid down the Board could say that the rates on the 
Canadian National Railways are no criterion of the 
reasonableness of the rates on the D.A.R. 

THE CHAIRMAN: Q. Where does the D.A.R. run? 

A The Dominion Atlantic Railway runs between 
Yarmouth, Nova Scotia and Halifax. 

Q Does it operate itself, or is it operated by one 
of the other railways? 

A It is a separate entity of the Canadian Pacific 


Railway Company, owned by them. 
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COMMISSIONER INNIS: Q. All you are saying here 
is that the railway may choose to meet competition? 

A That is right, competition of another railroad, 
and other competitive factors. 

If the Intercolonial Railway and the other rail- 
ways constituting the "Eastern Iines"” had running rights 
over the Canadian National Railways to Toronto, and were 
deemed to be a@ separate entity for rate-makingpurposes 
only, then it would be within the discretion of the 
management of the system thus constituted to effect rates 
for the protection of persons and industries on its line to 
Mecugmarket and carrier competition, either within or 
outside the Maritimes, without running the same risk of 
repercussions and complaints under the Railway Act. 

Q You make the statement there that if the 
Intercolonial Railway, if the railways which are called 
‘the Eastern Lines had running rights over the Canadian 
National Railways to Toronto - they do not have that today? 

A No, it is all one system, 

Q Then they would be deemed to be a separate entity 
for rate-making purposes, and it would be within the dis- 
cretion of the management of the system thus constituted 
to effect rates for the protection of persons and industries 
on its line to meet carrier competition. Do you mean to 
Say they cannot do that today? 

A It is not exactly the same. Here is the situation. 
We go back to the first paragraph of my basic recommenda- 
tions. It is all one system. 

Q You mean they have not got the incentive to do it? 


A For example, let us say between X and Y in 


. 
bath hate ASTUTE ES ane 


Se byee: RaSh oun 88 end sypesat” saa (anne 


a Sees . au 
, , * oe ., J 2 Poe ie ait ae 
Bovisen Ba pea EV cena eee Lik : a shke ope ” cal dg he <a a o ; i 
Peak ge ae aw ie sane 


ee, Hse 
ae Oe re en bene bes » ‘er 
aa Ae Sei A es ean and 


Ny wegt aBeeea 4a -ecrhie ia 


. a i] eat Wh; py oss A 
aaeS SS “a Fae pera d pent lics oe aca i. 


a3] at nit yeah x 


* 


sia Ns Oe 7 ai * ee 4 i | eh sae | 
} rr 1 : iN 
ane 3 teen shee eras ors 


ey EE EET, Ee eee Te . 
Q le 


sdoaw Low BED ena 


r Re are oe 
ad Hw cao rtertea th “aad BeeNs 
wl Oe ae tet - + 
dr at! 
' Se, ieee i ao oy pe in oe ‘ . itt oe 
ep B yes: * ; rei ater Roar. cone e Me Fi sen i) ial ph Le 7 
foe ; . 
ET ay nese os “a8 
ES ya re t i ne Pret oe eu Epak mer p ET ihge 4 i aE it 


kee Be * ee ane pogiis ane ae ; 
Lome SEP 1) eerie Ce are ae ; Seen, is enna eae 
wee : : 
=. 
sary nived onantt tiaieoao! Se 2 ene, od . ae ii 
Me et ae ic re if 
ateh ene ocke CoR EE eee afi Lencetete Levettan 
eae oe ee — meal pan te “ Wed git os 
. 
inches SGT Vere ap Rey ty Seseeen = cca ao peor “pee “eaentl see ae ae 
e Pa 5 = eeeieaatie Wack os ips ae i= sorotial | 
yey sabe See Eiht et ta ee a ot (Luseaw wee of Se A a ae Le Wan i 
af ye) Se Ss eee ‘ c 
: | ot iacarenntl 7 | 
“Sasitions | aan Ei a aa pun i 2 fa 
eau sitet ay Mo erent fl oD foe eee went Ho 7 
ey tad Pe Loew aa TN ee og cL the v8] tenet st 
memes aor past eae ny Oy is emeeas a ott “39 wep Lene 
hte’ fica ania fo igs ST EG Ric ‘one een pak “sh ; 
enh rey, ee ~ : ro zi % et i 
ey) TA IG LAR RRR eh ee sae) 3 cee ‘Ses ee BURL BRE ids | 
_— rt. e ‘a A 4 i - ; 
Na aaseo spent doe beneath) cy 
mA!) anes i . ry 
porte iw SIR «PSS tet seo Ras ose Hed oS re 
‘ = 
Fy, ee i ¥ , yy ae 7 7 A he 
yee Oe gon) fen Meee Vetice SERED re ony Le bi aw 
ie ek 
: oa) 


REA Si se 0 a a Bree, 


« HEN: 


peGGAe St toa Paw See eee Riad oats 


-3624- Mr. Matheson 


Ontario they establish a rate because of conditions and 
circumstances, competitive or otherwise, in that particular 
area. They could not very well establish a rate from 
Halifax or Moncton to the same destination in Ontario 
without having the same conditions and circumstances pre- 
vailing. However, if they were a separate railway for 
rate-making purposes, or if they were a separate railway, 
assuming that, they could establish rates of their own 
without running into the same risk of repercussions and 
complaints under the Railway Act. 

Q Whd do you want done about it? 

A I am coming to the recommendation, 

COMMISSIONER ANGUS: Q. In effect the railway is 
free to meet competition as it likes, carrier competition 
rather than market competition, or does it include both? 

A it includes: both. 

Q Are there not complaints sometimes about 
shippers! access to markets being made too easy for a par- 
ticular shipper? 

A That? Ws quite crue pinere: Vs) where the: situation 
arises under a system that is transcontinental, but if on 
the other hand it was a separate railway for rate-making 
purposes it is ati their own discretion tov: adjust or vaiter 
rates as they see fit. 

MR. SINCLAIR: Subject to complaint. 

MR. O'DOM ‘ELL: The Board of Transport Commission- 
ers has contro$. 

THE CHAIRMAN: Q. Whoever said this - it is a 
judgment in some case - that it is within the discretion 


of the carrier whether it shall meet competition, that 
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surely must mean carrier competition? 

A Yes. It is within the discretion of a railroad 
to meet any kind of competition, carrier competition. 

Q It may be truck or water competition? 

A Yes. I will give you a specific illustration. 

Q We know that, but the question addressed to you 
went further than that. Does it mean market competition? 


That is a very different thing. 


A Yes, I would say yes in respect to market com- 
petition. 

Q Who is interested in the market? It is not the 
railways? 


A Twill give you’ a specific tilustration of that, 
We will take grapefruit from California going into the 
eastern United States and grapefruit from Florida. The 
I.C.C. in prescribing maximum rates, holding down rates, 
in that particular case have held down the rates in order 
to protect the growers of grapefruit in California. That 
is the element of market competition. They have done that 
to protect the growers of grapefruit in California, and 
vis-a-vis the growers of grapefruit in Florida. 

Q We know there are competitors in every market, 
but that is not the question here, The question is when 
it is set out that the carrier may meet competition surely 
it must mean competition by other carriers? 

A Yes, but you see he may also -- 

Q We are not talking of what the Board may do or 
what somebody else may do. It is something which the 
Judgment says is in the discretion of the carrier whether 


it shall meet the competition or not. I do not see how 
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that can mean anything else than competition by somebody 
else, some other carrier, or truck.or water? 

A. Put it this way -- 

Q You are giving the discretion to the railway? 

A Yes, I admit that, but at the present time, a par- 
ticular industry on the line might approach the railway 
for a rate to go into the Montreal market, and they want 
to get a particular rate to facilitate getting their stuff 
into that particular market because of market competition 
with other sources of supply. 

Q That is the shipper? 

A The shipper. It is still discretionary with the 
carriers whether or not they will do that. 

COMMISSIONER ANGUS: Q. Is it discretionary 

there? Has another shipper not got the right to make a 
complaint to the Board with the expectation that he may get 
some relief? Has the railway a free hand? 

A In connection with competitive rates the railway -- 

THE CHAIRMAN: Q. Yes, but you must not mix up 

the meaning of the phrase "competitive rates’. So. far 
we have only heard it used to mean competition between 
carriers in the different media of carriage, railways 
competing with trucks, competing with water. That is 
Fteac, 18 it not? If is a competitive rate .and Ghis 
judgment leaves it entirely to the discretion of the rail- 
Way. 

A To implement the competitive rates? 

Q Yes, it is within the discretion of the carrier 
whether or not it shall meet the competition. Surely that 


must be confined to competition to itself as a carrier. 
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MR. SINCLAIR: Within their discretion they can 
also meet competition from markets. I notice in the 
ol per cent judgment there is the decision referred to in 
the case of Montreal Board Produce Merchants Association 
Meceuoe tne: Grand (Prunk andi Cur Re, 9 ¢.R.c. 23a." £ think 
this extract might be helpful. 

THE CHAIRMAN: What does it say? 

MR. SINCLAIR: "The Board has also held that it 
is in the discretion of the railway whether it shall 
or shall not make rates to meet the competition of 
markets. The same principle applies here as in the 
case of water competition." 

Technink that is whatiMry Matheson is trying to say. 
THE CHAIRMAN: The competition of markets in what 
sense, in the railway getting the traffic to a market? 
MR. SINCLAIR: As I understand it -- 
THE CHAIRMAN: To meet the competition of markets. 
THE WITNESS: Here is a case -- 
THE CHAIRMAN: Just a minute. What is that case? 
MR. SINCLAIR: Montreal Board Produce Merchants 
Association versus Grand Trunk and Canadian Pacific, 9 
Canadian Railway Cases, 232. 

THE CHAIRMAN: What year was that? 

MR; SINCLAIR:, Iaguess’ that. would’ be 1912. In 
Support of that proposition it also cites another case, 
British Columbia Sugar Refining Company versus the C.P.R., 
Peaoreet in) 100C .R,C.., at 271. 

MR. O'DONNELL: It all gets back to whether or not 

the railway will meet the competition. It all gets back 


to whether or not the railway wants to take the business. 
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The railway can give a reduced rate subject to it not being 
discriminatory and, as Dr. Angus says, open to complaint 

22 1G 18... Lt,can allow .aishipper a urate on that basis, 

but it is always subject to the control of the Board, and 
if anyone is prejudiced he has the right to complain. 

THE WITNESS: The main point is, however, and I 
will refer to that case, 14 C.R.C. I say in the brief: 

"It is well to remember that it is an established 
principle in rate regulation in Canada and the United 
States that the rate on one railway is not necessarily 
the measure of the rate to be charged on another rail- 

way." 
That brings that in as well, you see. 

MR. O'DONNELL: In that very case it was said in 
part: 

"It is not the Board's function, as delegated 

by parliament, to make rates to develop business, 
but to deal with the reasonableness of the rates, 
either on complaint or of its own motion," 

It goes on to say -- 

THE CHAIRMAN: What are you reading from? 

MR. O'DONNELL: I am reading an extract from the 
British Columbia case involving the Express Traffic 
Beaoctation, 14 C.R.C., page 178. It goes on to say: 

"As it has not been established that the rates 
as charged are unreasonable, the Board is not justified 
in ordering the installation of the experimental rates 
asked for." 

It all gets hack to that. The railway meets 


the competition as it pleases. 


4 i lee eh 4 
Paes severe lett Wine Bat 
. + 


_ 
per 7 ete: Pity ay ae 


ee: one” Berit) Seate  SRARIST Fa Tages | 


ae 
. 
i x Rl 
a t, ? Br Roy taan Gate i ny : , 
fae ae ae: foe SOON ne Pate 2) © : 
sf Pt alle : oy 
a ay 
abise ra ey, 
2 Spe ie he ey Ee 
ean Hae 3 Bl ; ¢ ak +s 
rea iat AAG 
£4 z 
‘ ay 
. nes Ny R ot i) \ ie Loerie a 


Pa. oe | a fr b « eal 
bab tia Se eo 
t ORL beaerye t . 
rete é Sa, ” 
‘ 2 - . ‘. 
- 4 i a 7 
ie sia. tama ie leh er { Cea peers ‘i i 
ey leh it oh : 5 & 
ie oad ‘ £4Xs a f ‘ rT 


- y) laaaaet Suen alge a at eee aeee ae 


a ee ee: Re ee 


Fass ‘ - aM 
ae i. 
ay S <a , 
o eotw i 
i 
ie Pree RES 
e Va . 
Aid F 
. . are Rift eI 
‘ Pritt . Ea eer ne ae a va Ten A af ER eh ¢ Thy 
be nae re Zs \ mS 
} i res urs as & Ruston! ‘ . i 
Vi 
‘ il Ta ' 
: al 
Pay S| ia 
i aoe { 
- : : «e 
oat 
2 E e Para! bs 7 
fire i ep ee ; pi Tae Nip 44 ; 
Rte meee had Los i ett a 
ee ee ou ¥ ‘ a} 
7 4 Oo Waa i) ee Tal we 
a A) i Tie ‘ 4 . a 
4 | a 
" aa 
- ror nts Pes ft red 
‘ aes 4) poy 2 a h oa pene iy Pt: ? 
\ hee ' Z 


w+ i. J 
; 4 i ie i 
‘ Brad i t A 4 eR! 
Saas” , ‘ ay AS \ ‘ 
i] 
on ' vet: 
fers ee a i i ' toy an \ \ phi ’ 
Bale te k ; 
x . men “te! * ep ae wal, net at TS 
a 2 Liaasd 4 1 
; 
; aera, Se payer ak Oe lee (Ok Ge LIS. 
ke iam oes ‘peta os , 
' 
: » 
Peed one Te Ti es . 3 a, ‘ wit 7 
Bh ie alge aby Lobe 2) comanap a OP Ge ta pups. Meese ieee he Ao 
i : : 
. ' cr : 
; n rt AB : 
x % Pec? : Pale cy ‘" og ay aay aod 6 7 
i le ad q A py pen eM Ga gLP pew hs Siva i ‘Ss, Hae WE y 
So as Penne we 
et Le when Darcie Sk “Sic Pe ra 
vt : 
‘ ad iw 
te IPE Fy ered ~ ' is Skee eee 
er rmincgst on) Ms) PUM es hc 22 


‘ ~ rg as 


-3629- Mr. Matheson 


THE CHAIRMAN: Q. I am not satisfied that the 
word "market" there means what you say. It seems to me 
it is competition to carry the goods to a certain market, 
not between two markets. Have you in mind two different 
markets? 

A Yes, between two markets. We will take an illus- 
tration. let us take sugar originating in British 
Columbia and entering into the Winnipeg market. Let us 
say sugar is originating down here and also entering the 
Winnipeg market. Let us assume that they were able to 
get into that market at a lower cost. Let us say that the 
Sugar originated even in Alberta and they were able to 
get in at a lower cost by another railway than in wespect 
Of Chis Other traffic from this section. They could 


Lilies raiseeretion- 


Say, Well, we have (a fairly good. case a’ 
ary with the railways whether they will facilitate getting 
that into the market under the Railway .ct at the present 
time. That is market competition, facilitating the 
getting of it in to meet competition in the market of Win- 
nipeg with sugar originating at another refinery. 

Q Yes, but as carriers when they get the traffic 
they are not out to build up a market? 

A Tochink the!pointeisyein«wsonfarias oursindustry 
here is concerned, that if the railroad was a separate 
entity for rate-making purposes it would be to its 
interest to get all the traffic it possibly could to go 
into the Toronto market, and if, for example, there was 
a rate reduction into that market by another railway, or 
by another transportation media, they would effectuate 


a rate to get into the market. I think in my brief 
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before the Sirois Commission I gave an illustration of that 
by a statement by Mr. Budd, President of the Burlington 
Line where he was referring to the effects of competition 
local in character in some territories having a widespread 
effect on rates of other larger territories because other 
industries endeavoured to protect themselves, industries 
Speen Line, in order to get traific inbo that market. 

Q We had better go on. 

A It is therefore recommended that consideration be 
given to such legislative changes that might be required: 

1. To have the Intercolonial Railway and such other 

railroads which constitute the "Eastern Lines" 
deemed a separate railway for rate-making pur- 
poses; 

2 To extend the "Intercolonial system" for rate- 

making purposes so as to include Toronto, 
Ontario, and/or such other points in Ontario 
that might be essential for the "system" to 
function effectively to that end, by means of 
running rights over the Canadian National 
Railways from the existing limits of the "East- 
ern Lines". 

Q You are making that recommendation because you 
assume that unless you have a separate railway you cannot 
have this lower rate? 

A That is right, Mr. Chairman, and following that 
to recognize the inherent purpose of the Intercolonial 
Railway to facilitate getting goods from the Maritime 
Provinces to the larger markets of Ontario and Quebec. 


Q Of course I must say that I am not satisfied 
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yet that your assumption is well founded that it must be 
a separate railway or you cannot have a lower rate, | 

A Well, under the present -- 

Q We will have to deal with that later. 

A The proposal also contemplates that the manage- 
ment of the "system" for rate-making purposes will be 
located at Moncton, N.p, with complete administrative 
powers in the interests of persons and industries located 
on the "system" inthe Maritime Provinces. 

Q instead of going to all the trouble of dis -. 
associating the railways would it not be more simple to 
amend the Act and say that this thing may be done? You 
want to go through the process of breaking up the present 
Eastern Lines system, disassociating it into separate 
parts, in order to meet a rule of rate-making. Why not 
alter the rule of rate-making instead? 

A if that is more effective and easier and simpler, 
Mr. Chairman, that would be recommended. 

MR. FRAWLEY: You would settle for that, would 


you? 
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THE WITNESS: Now the question arises here at 
this point, and I should interject: What about the 
Canadian Pacific Railway under a set-up of this kind? 
it would have the preoogative to meet competition, or 
moc, Gf the other railroads. The Canadian Pacific 
Railway extends from Saint John across Canada, and it 
aiso has connections within’ the Maritimes to Halifax, 
with the Dominion Atlantic Railway. 

What if the Canadian Pacific Railway considered 
that the rates would not be compensatory in relation to 
their particular set-up? In that case, if that could be 
indicated, then, on the over-all proposal it would seem 
that the industries and the Canadian Pacific Railway and 
other railways should not be prejudicially affected, and 
their cases should be submitted to the Board of Transport 
Commissioners for determination; and any difference which 
they found unjustifiable -- or justifiable, as the case 
may be -- should be a matter for adjustment. The Maritime 
Freight Rates Act should be sufficiently broad to allow 
for considerations of that kind, in connection with the 
Canadian Pacific Railway. 

It is fundamental to the proposal that 
any "statutory advantages" of the Maritime Freight Rates 
Act, in its present or amended form, should not be 
affected. 

The Intercolonial System as constituted would 
continue to function as part of the integrated organiza- 
tion known as the Canadian National Railways, except that 
in respect of rate-making it would in effect be a separate 
entity with separate managerial powers for that purpose 
and subject also to the jurisdiction of the Board of 


Transport Commissioners. 
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ine proposal is) not a new departure in respect of 
exceptional provisions in connection with operations of 
parts of the Canadian National Railways. 

Since this was written, I have checked up in 
connection with the Hudson Bay Railway and I have the 
latest information which I think should be incorporated 
herein. So I shall finish the reading of this statement 
on pages 83 and 84, and then I shall refer to the other 
changes which took place as of August lst, 1948. 

It is to be noted that the Hudson Bay Railway 
has been for a considerable time operated as a separate 
part of the Canadian National Railways. 

THE CHAIRMAN: . AS a Separate part? 

A. That is rights as an integrated part. 

@. Then how should it read? 

A. For a considerable time it operated as a separate 
part of the Canadian National Railways. 

Q. What do you mean by "Separate part"? 

Ay. By Order in Council P.c. 974 of June 25, 1926, 
an agreement was sanctioned for the management and 
Operation of the Hudson Bay Railway by the Canadian 


National Railways; and the Department, since then, on 


April Ist, 1935, -- and when I say Department, I mean the 
Department of Transport -- provided for operation deficits, 
and appropriations for additions and betterments. In 


other words, the Hudson Bay Railway was operated as the 
Hudson Bay Railway. 

In this connection, at the hearings before the 
House of Commons Sessional Committee on Railways and 
Shipping on March 29, 1949, Mr. R. C. Vaughan, in reply 


to a question put to him by Mr. Jackman as to whether it 
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would make much difference if the Hudson Bay Railway were 
operated in its present manner or as an integrated part 
said -- "I cannot see that it would make much Bae eas 
Then again, the Canadian National Railway Company is ex- 
empted in certain matters from the Jurisdiction of the 
Board of Transport Sree 
On August lst, 1948, by Order in Council 3340, 
the management and operation of the Hudson Bay Railway 
was entrusted to the Canadian National Railways, 
THE CHAIRMAN: Q. You say, August lst; of 

what year? 

Boe LOUG Upto -that stumes cthatais, trom 1926, 
it was operated "as under construction" by the Canadian 
National Railways as an agent of the Department of 
Transport. But under the new arrangement, the Hudson 
Bay Railway accounts continued to be maintained separately 
from those of the Canadian National Railways, and there 
were separate appropriations made for operations and for 
additions and betterments to the railway; and, separate 
reports are filed with the Dominion Bureau of Statistics. 
So, as of August lst, 1948, this railway became subject 
to the jurisdiction of the Board of Transport Commis- 
Sioners, 

Q. Are you suggesting that something similar be 
done in connection with the Eastern Lines? 
(132) Minutés of Proceedings and Evidence House of 


Commons Committee on Railways and Canals, March 29, 


1949, p. 97. 

(133) See Section 17 of the Canadian National Railways 
Act as amended by s. 2 of Chapter 10 of the 
Statutes of Canada, 1929. 
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Bs in respect of the separate operation, this is 
not a new departure, What we are suggesting here is not 
a new departure in connection with the Canadian National 
Railways. 

The Hudson Bay Railway was operated -- although 
its case is not altogether on all fours with what I am 
proposing here -- but it is indicative of the fact that 
there was an arrangement of that kind which went into 
eifect, Ofea,Simitar character, but not identical. 

Then again, the Canadian National Railways are 
exempted, in certain matters, from the jurisdiction of 
the Board of Transport Commissioners, by section 17 of 
the Canadian National Railway Act. 

Q. What is the nature of those exemptions? 

MR. O'DONNELL: Expropriation powers, and things 
of that kind. 

THE WITNESS: Branch lines, but nothing in 
connection with freight rates, and so on, that do not 
come under the Railway Act. 

MR. O'RONNELL: They may expropriate without 
going through the provisions laid down in the Railway Act, 
branch lines and things of that kind. But rate making 
and things of that kind follow the provisions of the Act, 

Poe Woot. rave Lee invimy, Drier. ni scorn- 
nection with the Canadian National Railway Act. 

THE CHAIRMAN: Q. It has nothing to do with 
the making of rates? 


A. No, but they can provide for exceptions. 
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2. Why do you mention it here? 

A. To show there have been exceptions made, although 
not in connection with freight rates; but rather that they 
have made exceptions from the Railway Act in connection 
with the Canadian National Railways, particularly with 
respect to the construction of branch lines. 

Q@. There is no reason why parliament should not do 
what it likes about legislation? 

A. The proposal commends itself for the following 
reasons: 

1. It would facilitate the making of such adjust- 
ments as might be required to cope with changing 
competitive conditions outside the Maritimes -- 
conditions that were not foreseen by the Duncan 
Commission at the time of its investigations. 

2. it would function in consonance with the Railway 
Act as presently constituted. 

3. it should enable. a broader scope in the 
establishment of special rates when conditions 
and circumstances, competitive or otherwise, 
would justify the establishment of such rates. 

4, In conjunction with the Maritime Freight Rates 
Act it would facilitate the attainment of the 
objectives sought in the construction and, for 
a time, in the rate policies of the Intercolonial. 

5. It would not derogate from any advantages 
redounding from the physical "integration" 
and operation of the Canadian National Railways. 

6. It should also facilitate in the maintenance of 
arbitraries that existed prior to the 21% 


increase effected on April 8, 1948. 
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THE CHAIRMAN: 9. How would you answer people 
in other parts of Canada who would make similar proposals 
to get around some rate-making rule? Would you break up 
the Canadian Pacific Railway here and there and call them 
different lines? Do you think that would be sustainable 
au Oi17 Or is there a special reason why it is 
Sustainable in your areas? 

A. The purpose and intent of the Intercolonial 
Railway was the basis, and I have tried to develop it 
Poa tneyrirstsparrwotamy bries, A national railroad, 

im some respects; is» like. a public) works, And it was 
always recognized that low rates had to be in effect in 
order to afford persons and industries in the Maritimes 
the opportunity to get their goods outside. 

COMMISSIONER ANGUS: Q. With this separate 
management at Moncton with complete administrative power 
over the system in the Maritime provinces, do you say 
that it would have a complete discretion in lowering rates? 
Is it suggested that it would have nothing to dowith the 
eost of the system? 

hee (hear not: going that far. 

THE: CHATRMAN: » Q. Ite would still be under. the 
Supervision of the Board of Transport Commissioners? 

A. They would still come under the Board of 
Transport Commissioners, and under the Maritime Freight 
Rates ict, under section 7. | 

dO. Mhic.its just, away toe: eet around 4 certain ruic 
for making rates which do not suit you. Why do you not 
ask the Commission that the rule be abrogated? Would 
that not be a much simpler way? 


A. I am trying to associate it with the national 
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policy aspect of the Intercolonial Railway. That is 
the reason why I am doing it. 

Q. What would the answer be if other parts of 
Canada should come and claim similar favourable adjust- 
ments? British Columbia, for instance? 

AY IfPechey nad a case. 

QO. Lf they came: In} -t0o? 

A. If they had a case which had the same factual 
background as any particular case with the Intercolonial 
Railway; if they wished to have it approached that way, 
it might be an answer to their particular problem. 

Q. But it would break up our present railway system 
into a whole lot of smaller units so that they could com- 
pete with ‘each other without infringing a certain rule? 

as dean see your point abouv the bresk-up;s, but i 
am endeavouring here to tie it up with our national set-up 
and the purpose and intent of the Intercolonial Railway. 

Q@. But would it not be simpler for parliament to 
say that,such being the original intent of the Inter- 
colonial Railway, certain rules shall apply to the making 
of rates there? 

A. That would be much easter, I agree with you. 

Q@. That is, if parliament should accept your pro- 
posal, that the understanding which you say existed at the 
time of Confederation must be maintained, then the simpler 
way to maintain it would be this way, would it not? 

A. If that would function without any conflict 
With the Acts as at present set up. 

Q. But a special Act always overrides a general 
Act. You already have the Maritime Freight Rates Act 


which overrides the other Acts? 
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A. That would be quite in order. 

Q. If it is to be done at all, that would seem to 
be the way to do it. 

COMMISSIONER ANGUS: Q. Would one of the 
virtues of this separate management at Moncton be that you 
could not imagine it going and asking for a 30% increase? 

Ay No. I think they would be involved in con- 
nection with the Canadian Freight Association, in conncc- 
720n- With their application. I think they would be 
Tavolvyed in the picture as well. 

Q. Involved in what way? If this management is to 
have a free hand in establishing special rates under 
special circumstances, would not the tendency always be 
towards lower rates? 

Ri, Leis im-order tocprotect theiyeindueinies, iit 
was necessary to lower the rates, they could adjudicate 
on the matter without having to refer to Montreal. 

Q. But they would have no responsibility of 
producing , revenue on the line? 

A, »ctywould not: say that. They would still have a 
certain field in which they could work in connection with 
that. 

THE CHAIRMAN: 3. You say on page 82 that they 
could effect rates for the protection of persons, and 
industries. Those are the kind of rates you have in mind? 

eee tiat 18. right,.in order to protec. their 
industries. 

Q. I am not finding fault with your objections. 

I am just recalling them. Would the. fact) that, in 
1912 this railway began to be -- as Mr. Cochrane the 


then Minister of Railways said, that he was going to make 
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it pay from then on -- and you say the Maritime pwovinces 
have suffered from that policy; that 1s, that the railway 
should not be considered as something which is going to 
pay its: way, but rather as something) to protect: the 
business and industry on its line by affording them a 
market; and you want to go back to that? 

A. We want to see that that is maintained. 

Q. The Maritime Freight Rates Act was a measure 
tO give you part relief in that regard; and you want 
full relief? 

A. Yes. At the time the Maritime Freight Rates 
Act was passed, the Duncan Commission did not have before 
it competitive conditions and changed conditions which 
have evolved since 1927. Conditions have changed in the 
interval; and for that reason, the thing should be looked 
upon in the light of changed conditions which were not 
“evolved at the time of the Duncan Commission. 

MR. O'DONNELL: My undertstanding of what the 

Duncan Commission was to do was: exactly, once and for 
a1l;, tomadjust the matter. My friend has not got these 
important words which appear at page 23, where he speaks 
of a broad measuring of these considerations, and all 
these arguments concerning strategic, national, imperial, 
and other conditions attached to the Intercolonial Railway. 

And the Duncan Commission said at page 23 of 

its report: 

"We think that this broad measuring, once and 
for all, of these considerations has such decided 
advantages that it should not be qualified or 

delayed by minor criticisms." 


They recommended a 20% freight reduction to allow this 
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railway, in the future, to be dealt with as all other 
railways, because, in that adjustment of . 20%, these 
questions are all removed from the sphere of controversy. 
The cost of reduction is a matter that can be measured 
definitely"The cost of reduction is a matter that can 
be’ measured definitely and conclusively for cach 
financial period without any complication or 
Sonrusion vo the financial operations’ of the 
consolidated system, -.." 
And they said, also: 

"It separates completely considerations of 
national public policy from considerations of 
railway policy proper. It restores the original 
purposes of the Intercolonial Railway as interpreted 
by the freight structure prior to 1912, without 
withdrawing it from the consolidated system of 
national railways, a step which we think would be 
retrograde, and, in the end, very unsatisfactory." 

And they said, as I read it; that these considerations 
of national, imperial, and strategic conditions, attaching 
to the Intercolonial Railway, can be broadly assessed 
on the basis of the reduction which we recommend -- and 
that resulted in the adjustment of 20%. 

The Duncan Commission did not think it was 

Vosges partial Job, but. rather. a full Jjob:. And they 
further comment that while it might be debated as to 
whether or not this 20% figure was arrived at in a 
Scientific way or in the broad way they speak of, they 
Set the point out at page 22. This paragraph is 
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"It might be contended that a flat rate 
reduction of the amount we name and in the 
manner we name, is open to the objection that it 
does not restorethe pre-19le relativity of rates 
within the provinces themselves, and that it is not 
an accurate assessment of the charges that arise 
from the consideration in mind. We do not believe 
> end) Lhe Canadian National Railways have informed 
us that they also do not believe -- that any 
aaccurate or equitable result could be maintained 
Dy minute and seientificis investigavion, which 
would, in any event, take an. indefinite time. to 
conduct. The situation is one that can only be 
dealt with in abroad spirit, and one that for the 
economic welfare of the Maritimes must be met 
without delay. The course we suggest has the 
effect of giving immediate relief in a manner that 
is equitable as well as broad. Mme cost of this 
relief should be definitely borne by the Dominion 
Government, who will make the necessary reimburse- 
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ment to the Canadian National Railways ... 


(Page 3655 follows) 
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But my submission is that, while my friend's brief 
has throughoutvin various places very carefully 

made use of such expressions as "partially adjusted" 
and so on, the Duncan Commission felt that it was 
ea7usuing chose, natters: once and for, all by the 
reduction of 20%, and that from then on the I.C.R. 
would follow the up-and-down flow of increasing or 
lowering costs, and that is why the Act itself has that 
provision in section 32(b), that the Board may allow 
wae Anerease or reduction of colls or tariffs from 
pome. FO CiMme tO meethwincreases or; reductions 

@emune case may be in the cost of operation. 

THE CHAIRMAN: Does not experience show that 
nothing is ever done once and for all? 

MR. O'DONNELL: I suppose so; but those questions 
at that time were considered settled once and for all. 

THE CHATHMAN: (Ef ‘conditions get isucehn chat 
the Maritime Freight Rates Act furnished no relief 
at all -- 

MR. O'DONNELL: That is something else. 

THE CHAIRMAN: That is something else. Mr. 
Matheson's argument is to the effect that the relief 
furnished by that Act has been impaired by the change 
in conditions. 

MR. O'DONNELL: That may be, but Mr. Matheson 
Puce 2 Little differently from that.) He said, as 
i read the brief, that at the time the Duncan 
Commission made that recommendation it was merely a 
partial settlement. 


THE CHAIRMAN: No; they thought they were 
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settling it once and for all. 

MR. O'DONNELL: If there were changes since 
that is something else. 

THE CHAIRMAN: But here we are to-day doing 
wnat we are doing, so it was not made once and for all. 

MR. O'DONNELL: No, but he is going back to 
the pre-Confederation agreement, so-called, and so on. 

THE WITNESS: We argued that, Mr. Chairman, 
at the time of the freight rate case and the review. 
Mr. O'Donnell had the same argument. 

MR. O'DONNELL: And it prevailed at that time 
TOO. 

THE WITNESS: And we. took the opposite stand, 
that "once and for all’ was a sort of rhetorical sweep -- 
Pieveaa Of having all these Iivutie bits and pleces, 
andividual rates and so on, have them all considered 
en masse, and get one considered here and a reduction 
here -- that this "20% once and for all’ was a sweep. 

THE CHAIRMAN: It was apparently considered 
at the time that what had been done was final and 
conclusive and unalterable; within a few years they 
undid the whole thing. 

MR. O'DONNELL: Mr. Macdonald said yesterday 
he wanted a Commission to end all commissions. 

MR. FRAWLEY: Just expressing a hope. 

MR. FRIEL: Another rhetorical sweep. 

THE CHAIRMAN:2.Anyhow, that you want now is 
some set-up whereby the industries and the persons 
along the line of railway will be protected? 

Pe ion ts right, Mr. Chaixwan 


Q. Whether the railway makes money out of it or not; 
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any deficit thereby incurred will be met by the 
Dominion ParJiament, and you say that would be a 
proper carrying out of the obligations of Confederation? 

Bee I think there has to be a reasonable cushion 
there. You have to take cognizance of the construction 
of the railway 250 miles longer than necessary; you 
have to take all these factors into considration 
when you say that. Far be it fromme to suggest that 
traffic would move at nothing at all. It is something 
that has got to be weighed in the balance. 

COMMISSIONER ANGUS: Q. What would constitute 
a floor of the freight rates? 

A, That, Commissioner Angus, would be one that 
would have to be very carefully appraised and analyzed, 
because you would have to take into consideration 
the different railroads that have been saddled on the 
Intercolonial or on the C*nadian National Railways. I 
think I have mentioned one instance, where the loss, 
With three railroads put on the Intercolonial between 
1929 and 1931, was a million and a half each year. 

Those railways have created quite a burden. Now we 

have, for example, the Newfoundland Railway coming 

into the picture, so there would have to be some 
determination to just strike at the balance of what would 
be the national cost, so to speak, from the public 
ancverest point of view. 

Q,. What would make that determination? The 
management at Moncton , or the Board of Transport 
Commissioners, or the managementof the Canadian National 
Railways? Where would that balancing of national 


policy and so on with a view to fixing these rates be made? 
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How would it be done? 

A. Are you speaking of the specific rates, Com- 
missioner Angus, or the over-all picture? Let us say 
the Canadian National Railways, under certain conditions 
and circumstances, or the eastern lines, lost a couple 
of million dollars, and for years they have been 
losing a couple of million dollars; let us say now 
the Newfoundland Railway comes into the picture or 
some otherrailway is thrown in, say the Temiscouata, 
and their deficit now becomes five million odd. Well, 
there is an over-all picture You cannot very well 
take out specific rates and say that these will have 
to be weighed, you have got to look at the overeall 
eapecu, ana 1 pelieve, in answer to your quesvion, 
that that would necessitate a sort of -- 

MR. O'DONNELL: Subsidy. 

THE WITNESS: It does necessitate & subsidy, 
Mr. O'Donnell, in the sense of reimbursement because 
ofnational policy. And that will necessitate an 
inquiry or an investigation by the Board to determine, 
or whatever recommendations emanate from this 
Commission, by the body that is constituted to 
look into this particular matter. Now, I think there 
Wihl pe a2 certain discretionary field on the part of 
management, on the part of the railways, when 
they come to implement a reduction or an adjustment 
in rates. 

THE CHAIRMAN: ALE right, £0 on, 

THE WITNESS: As a complement to the proposal 


enunciated, it is also recommended that the "normal" 
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(134) 
class arbitraries over the rates from Montreal which 


existed prior to April 8, 1948, from stations West 
Pe Montreal in Ontario territory to stations in the 
Maritimes, using Saint John as a base, be maintained 
in relation to any general percentage increases that 
mignt be prescribed, and where commodity rates are 
Duplished.such arbitraries be applied as maximum 
ever Montreal at the class of the commodities so 
treated: the class rates from Montreal to Saint 

Jonn to reflect the average percentage changes in 
Fespect of rates from the Central Ontario territory 
and stations in other groups in the Maritimes to 
fevain the aribitraries over Saint John which @iso 
ee oed,.on April 7.1940. 


This recommendation is illustrated as follows: 


(134) In the matter of arbitraries and the competitive 
position of the Maritimes, the Board of Railway 
Commissioners in the so-called Crow's Nest Pass 
Case stated as follows: ‘Between the Maritime 
Provinces and Western Canada, the published 
~nrough rates. are built up on arbitraries or ad= 
ditions to the normal Montreal rate, and by reason 
of the much greater distance, the Maritime 
shipper is, under ordinary conditions, naturally 
at some disadvantage in the matter of freight 
rates, as compared with Ontarion. (29 C.R.C., 


239 @ p. 250). 
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(Rates in cents per 100 lbs.) 


tee Claes irate Toronte, Ontr, toesaint, John; -N.B:. 
as on April 7, 1948-------- eS 


tae Class rate Toronto, Ont., to Montreal, F.Q. 
(not competitive) ---------- 


Ls ls 


Arbitrary over Montreal=- =.= - -=n-7=%= <« ---+--. 
MR. FRAWLEY: Mr. Matheson, how can you say that 
rate is not competitive between Toronto and Montreal? 
Aa, There is panother uclass.arate . inceffect » during 
the summer months, which is known as the competitive 
class rates between Montreal, Toronto and Hamilton. 
OsatThis.is4the,one theatuis mom competative? 
Ma This is not competi tivewny his Aseretated sto 
enevso-caliled Schedule A basis. 


lst class rate Toronto to Montreal increased 21% 


April @,)10l6.¢2--2-oese—=—- 100 
ist class rate Toronto to Saint John based on 
April 7, 1948, arbitrary over Montreal--------- 132 
% increase to Saint John would be approximately---- _15% 


lst class rate established April 8, 1948 Toronto 
to Seint John-------------- 139 


By application of the Maritime Freight Rates 

Act to the lst class E.B. Rate, the Westbound 

ist class rate Sfint John to Toronto would be 
approximately-------------------------------------- 119 
% increase from Saint John would be approximately-- 15% 


Whereas lst class rate established April 8, 1948 
Saint John to Toronto---- 126 


The brief does not definitely propose the 
means by which the arbitraries will be constantly 
maintained. Now, if this can be most effectively 
accomplished by a specific stipulation in the 
Maritime Freight Rates Act, it is so recommended. 

THE CHAIRMAN: Q. At about the middle of 
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"Ist class rate Toronto to Saint John based on 

April 7, 1948, arbitrary over Montreal-------- ie oe 
You are assuming there that the arbitrary is not being 
changed? 

A. That is correct, Mr. Chairman. 

S But that the rest of the vate is increased 2197 

A, That is right, Mr. Chairman; in other words, 
maintaining the arbitraries constant, and that would 
have resulted in a 15% increase. You see, I am using 
tne eastbound rate, because that is the normal basis 
for reimbursement under the Maritime Freight Rates 
Act, and then I work it out in applying the Maritime 
Hrejeht Rates Act westbound, and I find that it also 
works out to approximately 15%. In other words, 
we get a rate of $1.19 as compared with the lst class 
rate established on April 8, 1948, Saint John to Toronto, 
eo fl. eO. 

It is to be stressed that the recommendation 
respecting the maintenance of class arbitraries is 
without prejudice to the important and advisable 
proposal of excepting basic and primary commodities, 
including foodstuffs, from uniform percentage 
increases by means of alternative measures when it 
appears that persons and industry might otherwise be 
prejudicially affected or handicapped. 

The recommendation respecting the maintenance 
OF arbitraries is proffered as; 

1. It would tend to mitigate the effects of percent- 
age increases in disrupting rate relationships. 


oe Arbitraries have been basic in the Maritime 
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i Mr. Matheson 
W53662. 
Praue. Struc TUTe . 
5. It 18 a device commonly used by some. regulatory 
authorities in prescribing rates by "giving 
diminishing weight to distance and increasing 
weight to competition as the length of the haul 
EES i 
increased. f 
Unfortunately, Ll nave noroeovs tne tase’ reference 
Go that; Mr.- Chairman. 
THE CHATRMAN: What year is it? 
pAgsanvary a3) (io40. 
MR. SMITH: Q. You have the pamphlet copy, 
have you not? 
Aneel *thavesthe pamphlet copy, whieh *f can lend to ‘the 
Commission. 


(136) 


4, It safeguards the consumer interest. 

5. To the extent that it would assist in affording 
"the Maritime merchants, traders and manufacturers 
the larger market of the whole Canadian people 
instead of the restricted market of the Maritimes" 


it would be compatible with the purpose and 


intent of the Intercolonial Railway. 


(135) U.S. Supreme Court decision in the matter of 
the Appeal of Ayrshire Collieries Corporation, etc., 
vs. The United States of America Interstate Commerce 
Commission, et al - dated January 3, 1949. 


(136) Ibid. 
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I just want to quote here from the United States 
Gace decision, Ex Parte 166;-270 1I.C.C., 403, at pages 
W5u-and 455. The Commission said as follows: 

"There are many commercial relations which the 
adjustments already allowed by us or proposed by 
the carrier would necessarily disturb temporarily 
but which would be capable of correction within 
a reasonable time. There are also other situations 
where the allowance of any increase of substantial 
Size must disturb pre-existing relations beyond 
Ge possibility of remedial correction so as 
LO maintain the former competitive status. We 
have the assurance of the petitioners” == (hav 18, 
the railways -- ‘of their intention to proceed 
by voluntary discussion and co-operation with 
the shippers and» representatives of markets to 
advise and endeavour to put into effect such 
measures as will restore former competitive 
relations as completely as possible. We expect 
full and prompt compliance with these representations 
in the spirit of the proceedings. Restoration 
of rate relations should not be made the excuse 
for further increasing revenues or bettering the 
competitive situation of the carriers. As in 
previous cases of this character, we tender the 
go000 offices of our staff negotiations or advice 
as to technical features." 

Changes in the Maritime Freight Rates Act 

might be considered in connection with the latter 
Proposal so that reimbursements to the carriers 


could be predicated upon what might be described as 
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normal rates that otherwise would apply eastbound as 
a pase but for the maintenance of the arbitraries existing 
Gueepri) 7, 1948. 

I am SUgeesting thay, a6 the carriers. themselves 
Hoenn. Teel that their revenue requirements under certain 
Somat .Oons and circumstances, In the over-all picture, 
would justify reimbursements, and instead of having 
the arbitraries, the normal arbitraries, eastbound 
eo the normal basis for reimbursement, that the re- 
imbursement could be predicated on the status quo, 
soo Speak, that exists to-day or that might be 
altered due to changing conditions and circumstnces 
meraue COUTSS, 

Suggestions have been made that the maintenance 
Soeretevionships and the purpose and intent of the 
Intercolonial Reilway would be countenanced if, 
instead of the reduction under the Maritime Freight Rates 
Act being “approximately twenty per cent’ on the preferred 
movement proportion of the through rate, it should be 
made a higher percentage as freight rates are increased 
percentage-wise. 

The following simplified illustration shows 
the manner in which the statutory rate would be determined: 

Let it be assumed that the eastbound rate from X 
outside the "select territory” to Y in the "select 
territory" is $1.50 per 100 lbs., and that the 
mileage is divided 50-50 in each territory - 
therefore the westbound rate under the “Maritime 
Freight Rates Act would be roughly determined as 


follows: 
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Proportion of rate west of Diamond Junction------- SD (5 
Proportion of rate east to Diamond Junction 

metess 20% -. .75 ese 15 7 7 7 Ceece le .60 
Westbound rate wo----- es, 
Eastbound rate as increased 21% = 2 — ------- eS Lage 
Westbound rate as increased 21% = -— ------- $ 1.63 


The new normal rate as a basis for 

reductions and reimbursements under the 

Maritime Freight Rates Act is 

Ppererore oe ee Senne Soe 
On the basis of say a 30% reduction of the "select 
territory" proportion, the approximate rate is 


obtained roughly as follows: 


Proportion West of Diamond Junction = = = — ------- oo <O2 
Proportion East of Diamond Junction 

501 Tess wef Fn OR Pee cen So Oe 
Rate Westbound ee $1.55 


The determination of an appropriate percentage 
reduction of the preferred area proportion to lessen 
the impact of uniform percentage increases 
would require some method of reconciliation in relation 
tO the effects of uniform percentage increases. The class 
arbitraries over Montreal offer one approach. Another 
would be the time-consuming analysis of each rate factor 
and a multitude of facts. The principal weakness in 
the application of an increased percentage under the 
Maritime Freight Rates Act is that in and of itself 
there would not be any lessening of the effects of 
uniform percentage increases on long haul traffic 
eastbound. 

Another proposal is that any percentage 
reduction under the Maritime Freight Rates Act should 


not be limited to the “select territory" proportion 
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of the through rates, but should be applied to the 
rate from the originating point in the Maritimes to all 
destinations in Canada. 

I am referring there, Mr. Chairman, to the 
preliminary briefs sof .some of the provineés and their 
recommendations with reference to all of which I say: 

In the final analysis the methods and measures 
are supported which are best suited to the attainment 
of the necessary objectives of - 

i, Encouraging. Maritime industries to obtain 
access to the darger markets of C nada. 

2. Lessening the burden of uniform percentage 
inereases on-lone distance <paffic, particularly 
in the case of basic and primary commodities. 

3. Safeguarding the consumer interests while 
maintaining a "differential between" under 

ene Maritime: Freicht. Rates? Act ; 

Mr. Chairman, I want to check that word 
"differential . This is the second time I have used 
ros ae 

THE CHAIRMAN: You mentioned that this 
morning. 

THE WITNESS: I gave "discrimination". 

THE CHAIRMAN: You pave me a reference to 
where it had been, where you found i.t 

THE WITNESS: Section 314 of the Railway Act. 


COMMISSIONER ANGUS: 4. Discrimination? 


(Page 3670 follows) 
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A I am a lite hesitant. I have used "discriminatior 
between", This is the second time I have used it. I want 
to check that to make sure if I am not actually meaning 
"aifferential between". I have in mind the same thing. 
In other words, what I had in mind was that the 20 Bee 
cent reduction westbound would al ays be maintained in 
relation to any scale of rates that are established, 

THE CHAIRMAN: Q. You quote where it is found 
somewhere? 

A ses, Mr. Chairman. 

(ad) International Rates 

Since March, 1938, the rate structure between 
the Maritimes and the United States has been subject to 
substantial increases. Effective on March 3, 1938, the 
class rates between Eastern Canada and what is known as 
Official Classification Territory in the United States 
were subject to complete revision. In so far as the 
Maritime Provinces were concerned the revision resulted 
generally in considerable increases as exemplified 
below, When I say "official classification territory 
in the United States" I am referring principally, without 
going into minute detail, to the eastern part of the 
United States, the eastern section, generally speaking 
east of the Ohio and Mississippi. I have a definition 


of the Central Freight Association Territory later on. 
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(137) 
TABLE 13 


COMPARISON OF FIRST AND FIFTH CLASS 
RATES BETWEEN SPECIFIED MARITIME 
AND UNITED STATES POINTS ON DATES 

INDIC ATED 


(Rates in cents per 100 lbs) 


Between and Boston New York Chicago 
— 1st 5th URC Ul eel) mya) 
Saint John 
Nc 5. Mar.3/38 122 49 153 onl 212 85 
Mar.2/38. 109. 434 leas 65a i, 0189 803 
Increase 13 54 2 23 4s 
Decrease 4s pe 
Matifex,N,S.) Mar.3/38 161 64 190 84 215 86 
Mar.2/38 114 46 _ 154 663 1913 82 
Increase 47 18 36 173 234 4 


As the principal traffic between the Maritimes and 
the United States moves on commodity rates, with the 
exception of Christmas trees, this class revision for- 
tunately had only a limited effect. 

I wish to point out that some fish and potatoes also 
move on class rates although we have in effect commodity 
rates on those commodities. 

The new basis was protested, but since the traffic 
affected by the revision was a small proportion of the 
total, the matter was temporarily held in abeyance. The 
principal concern centered around the disregard for the 
Groupings that had existed between so-called Trunk Line 


Territory and the Maritimes, and also over the possibility 
that as new industrial and traffic conditions arose the 


application of class rates, or commodity rates related to 
the class scales, would restrict the development which othe 
Wise would take place on a more reasonable basis. 
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Commission. 
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Since the adjustment was established the interna- 
tional rates have been substantially raised by a series of 
oe by the Interstate Commerce Com- 
on ora the Board of Transport Commissioners and based 
Serconcai tions and circumstances obtaining in the U.Ss., 
thus accentuating the group disparities in the Maritimes, 
As an example, since March 2, 1938, the first and 


fifth class rates between Halifax and New York have been 


increased 124 and 107.5% respectively as indicated 


below: 
TABLE 14, ae) 
HALLEANs. Nae vO NEW. YORK, Nw Yi. 
—T-Rates in cents per 100 Ibs.) 
First class rates fifth class rates 

March 2, 1938 154 664 
June 1, 1949 354 138 
% Increase 124 T0735 


A comparison of the existing first class rates from 
illustrative Maritime originating points to specified U.S. 
points with the rates from Ontario points for corresponding 


mileages is as follows: 


(138) Ex Parte 123 Effective March 28, 1938: 
Ex Parte 148-162 July 1, 1946 
Ex Parte 162 - inclusive 


of E.P.148 increases " Jan. 1, 1947 
Ex Parte 166 (interim . Oct. 13, 1947 
interim , generally Jan.5/48 
final ) is May 6,1948 
Ex Parte 168 (interim) Jan. 11,1949 


These increases were automatically approved by the 
Board of Transport Commissioners, 


(139) Tariffs on File Office of Maritime Transportation 


Commission. 
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TABLE 15, 
FIRST CLASS RATES IN CENTS PER 100 LBS, FROM MARITIME 
AND ONTARIO POINT TO SPECIFIED U, 8, 
POINTS FOR CORRESFONDING MILEAGES, 


From: To Shortest Route lst Class 


Miles Rate 

Halifax, N.S. Boston,Mass. 748.1 289 
Emsdale,Ont. % u 748 267 
Charlottetown, Y i 685 276 
Papel. 

Severn, Ont, ‘ s 685 270 
Halifax, N.S. New York,N.Y, 954.1 345 
Bethany, Ont. Y 952 2Qu7 


While the general increases in international rates 
have been substantial, fortunately for Maritime exporters 
exceptions to the general provisions, including lesser 
percentages and limitations by maximum amounts, have aided 
considerably in maintaining relationships on a large volume 
of traffic, Moreover, limitations to generai rate increases 
as applied to such Maritime imports as oranges and grape- 
fruit have held down increases in consumer prices. 

The increases in U, S. influenced international 


rates since July 1, 1946, have created anomalies in con- 


nection with some rates between certain territories, parti- 


Cularly between the Maritimes and pers raat ts known 
140 
as Central Freight Association Territory, 


(140) Central Freight Association Territory comprises that 
part of the eastern United States bounded roughly by 
Buffalo and Pittsburgh on the east; the Ohio River 
west to the Mississippi on the south; the Mississippi 
River north, Cairo, I1l., to East Burlington in- 
cluding St.Louis, Mo., Peoria, Id., to Chicago, 

Il1., Chicago, Ill., via west bank of Lake Michigan 
to Kewaunee, Wis., on the west; and Straits of 
Mackinac to Port Huron, Mich., west bank of Lake 
Ontario from Toronto to Buffalo via the Niagara River 
On the north, 
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e7° eS 
In this connection combinations of class rates over 
Windsor, Ont., are in some cases substantially lower than 
the published through class rates between stations in the 
Maritimes and some U.S. points., as indicated in Appendix 
1? 
The situation in respect of international rates between 
Canada and the United States may be summarized as follows: 
1. In Both Canada and the United States the regulatory 
authorities consider published through rates lower 
than combinations of rates prima facie unreasonable. 
2. The effective through rate in Canada or the United 
otates is the legal rate, 
3. The jurisdiction of the Roard of Transport Come 
missioners and the Interstate Commerce Commission 
extend only to the border, 
4, The Interstate Commerce Commission has held that 
it cannot require a joint international rate to be 
reduced so as not to exceed the aggregate »* of 
intermediate rates where one of the factors is a 
Canadian factor not eine with it and not subject 
to its Rive Ronecte oh * 
5. The Interstate Commerce Commission has also 
stated that: 
"Tt is well settled that the Commission does not 
have authority to prescribe through international 
rates for the future or to require United States 
carriers to participate in such rates. But when 
carriers subject to our jurisdiction voluntarily 
join in joint rates between points in Canada and 
points in the United States they subject themselves 


(14T) National Construction Co. v. Canadian Pacific Rly.Co. 
meet.o.c,.)p. 372 
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to liability as joint tort feasors for any damage 

to shippers by reason of the unlawfulness of such 

rates, and we may require the United States carriers 

to abstain from joining in the maintenance of such 

rates on any higher basis than that which we find 
(iia), 

reasonable." 

In this case the Interstate Commerce Commission 

found unreasonable rates which exceeded the lowest 

combination of "(1) the rate of the Canadian carriers 

from point of origin to the international border 

and (2) the rate of the United States carriersffom 

the international border to destination, in effect 

when the shipment was ae 

6. The U.S. courts have held to the effect that the 

Interstate Commerce Commission has authority to 

determine reasonable international rates and order 

the railroads in that country to refrain from joining 

with their Canadian connections in the eS anes 

of rates higher than those found te 

It is patent in that connection that the jurisdiction 

concerning reasonableness applies only to the pro- 


145.) 
Portson Of the through rate in U.S. territory. 


7. The publication of joint through international rates 


is the result of voluntary agreements between U,S. 

and Canadian railroads, There is nothing to prevent 
either party to an internatbnal rate agreement with- 
drawing at any time and leaving only the application 


of combination of rates over Internati onalkbboundary 


Carstons Packing Co.v.Great Northern Rly.264 I,C.C. 
ie 8t pp,170 and 171. 

Lb10 , 

News Syndicate Case 275 U.S. 179 

National Construction Co.v.C.P.Ry,Co.et al,eee I.C.C. 
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points, whether such combinations are higher or 

lower than the through rates which had been in 
effect. 

8. Section 338 of the Railway Act provides that where 
traffic is to pass over any continuous route from a 
point in Canada to a foreign country and such route 
is operated by two or more companies, the several 
companies shall file a joint tariff with the Board, 
It appears from the decision of the Supreme Court of 
Canada in arc St.Catharines and Toronto Railway 
Co v. Davy cies Section 338 is invalid as United 
States carriers can not be compelled to file a tariff 
in Canada... 

9. The Supreme Court of Canada has also held to the 
effect that - 

(a) if an United States carrier files a tariff con- 
taining northbound rates to points in Canada such 
tariff is binding on the connection Canadian carriers 
involved ; 

(b) on traffic originating in Canada destined to 

the United States there must be agreement between 

the Canadian and United States carriers and the joint 
tarift must be filed with the ee 

10, The Interstate Commerce Commission has repeatedly 
permitted joint international rates between Canada 
and the United States to be increased "to the same 
extent and in the same manner" as authorized in 
general revenue cases in the United States. The 


Foard of Transport Commissioners has concurrently 


(T6) 43 Supreme Court Reports 277 


Seay) 11-0.R.C. p. 118. 
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approved ithe increases insofar as, its jurisdiction 
applied. Failure to do likewise would likely result 
in Sev inoneeses suthorized by the 1.0 ac. 

accruing wholly to the U.S.carriers as in the case 
of the temporary ar ae which became. efrective: on 
January 4, 1932. Pi alternatively in the cancella- 
Gio of jOintrenrourh interns tional rates. 


The publication of joint through rates between Canada 


the United States has been of considerable benefit in 
free movement of traffic between the two countries 
nothing should be done which would in any way disrupt 


e0nuinuance of through rate arrangements. Yet, it 


does not appear reasonable that adjustments predicated on 


Pena. tions and circumstances peculiar to one country should 


merce COrresponding adjustments in the other under sub- 


(149) 


stantially dfferent conditions and circumstances. 


(148) I.C.C. Ex Parte 103 increases. 


(149) Some concept of the difference in conditions and cir- 


cumstances is evident from a comparison of indexes 
of revenue per ton=- mile, cost of living, and whole- 
sale prices; also average wages of railway employees 


in Canada and the United States as per subjoined: 


UNITED STATES CANADA 
Rev.Per Cost Wholesale Rev.Per Cost Wholesale 
Ton of Prices ton of Prices 
Hie Living eS) Living 

100 100 100 100 100 100 
126 170 eune) 123.3 151 195 
Average Wages per Employee 
United States Canada 
1939 eee ee 
1948 53,564 .88 S729 .10 


Based on information received from the Bureau af 
Economics and StatisticsiI.C.C.Washington,D.C. and 
the Dominion Bureau of Statistics. 
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It is abundantly clear that an order of the 
Interstate Commerce Commission has no legal effect in 
respect of the proportion of a through rate in Canada, 

It would seem also that the accrual of all the increases 
meron, Incerngationa: rates to U.o, lines would result 

in unreasonableness in many cases vis-a-vis local U.S. 
mates 1rOm Snd to »sborder points. In fact, to the extent 
Maaco proportions Of through sinternational rates exceed 

fee toca. rates from Canadian points to border points there 
exist elements of unreasonableness if the action taken 
Beetoe INterstate Commerce Commission in the case of 
National Construction Company v. C.P.Ry.Co,. ev ae 


can be used as a criterion, 


50) 222 7.0.C, 372 (Supra). 


atremale’ J 
o_o 


ee Cit Ce 1s, a) CMaiaane i; 
bie! See ere : De ch 28 | er | 
Piste] g og ee * i. Ey a, wean f 
a 4 - % 1 ‘ = | 


oy 
i 
a 
e 
a 
ok 
a 
~ 


eral sw(er Mr. Matheson 


The success of Canadian-United States Inter- 
national Commissions and the need for control over inter- 
national rates and greater liaison between the Board of 
Transport Commissioners and the Interstate Commerce Com- 
mission justify the consideration of arrangements and the 
consummation of necessary international agreements to 
create an effective medium for handling international 
rate problems. 

THE CHAIRMAN: Q. Are you talking now of freight 
rates? 

A Freight rates, Mr, Chairman. 

(e) Export and Import Rates. 

Canadian export and import rates related to rates 
to and from United States North Atlantic ports have been 
increased from time to time to the extent considered 
necessary to reflect increases authorized in the United 
States, and to meetin differential relationships and 
Pertivics With U.S. Bee vb 

I have a very extensive footnote there, No. 151, 


to which I wish to direct your attention. I endeavour 


(151) The port differential rate structure from and to 
U.S. and Canadian North Atlantic ports is one of long 
standing. Their origin in the United States marked . 
the beginning of the end of unrestrained competition 
as a rate-making factor. The application of rela- 
tively small differentials in the port rates between 
Baltimore-Philadelphia and certain eastern areas of 
the United States below the New York port rates 
reflect some consideration of the distance factor, 
While at the same time going a long way in equalizing 
the competitive positions of the ports. 

(For history of port differential rate structure in 
ime ULS.-see 95 1.C.C. 539). 


In Canada, beginning with the construction of rail- 
roads to the ports, export and import rates have 

mirrored the influence of the U.S. Structure. The 
equalization of maritime ports with other ports in 
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to abridge what I mean by the so-calied port differential 
rate structure. There is a very interesting and full 
detailed history of the port differential rate structure 


Ponoained in 95 1.C.C., page 539. 


— 


the differential structure has been almost a continuous 
struggle. It appears that originally Saint John and Hali- 
fax were on a higher level than Portland, Maine. It was 
not until about 1895 that port rates to and from Saint John 
were equalized generally with P ortland. However, it was 
Nou until 1923 that a differential of 1 cent per 100 lbs. 
over Portland was finally removed from Halifax port rates 
to and from what is known as differential territory. 


The export differential structure took definite form as 

a result of a decision of the then Board of Railway Com- 

missioners, dated July 25, 1905 (as amended on September, 

#1905.) An analysis of railway tariffs indicates that, 

except for some minor variations, the basic relationships 

originally established by the Board were . maintained 
generally up to March 1938. The port differential relation- 
ships may be summarized as follows: 

(1) Between Canadian differential territory and North 
Atlantic ports the export class rates to Saint John, 
Wess Saint John, Halifax, Portland and Boston were the 
same, while the export rates to Montreal and Quebec 

were small differentials lower. 

(2) The export commodity rates from points in Canadian 
differential territory to Saint John, West Saint John, 
Halifax, Portland, New York, Philadelphia, Baltimore, 
and other U.S. North Atlantic ports are generally the 
same with various exceptions due to divers conditions 
and circumstances. (From the more distant points in 
the Canadian differential territory the rates to 
Halifax and Saint John were, in many cases, 2¢ per 100 
lbs. over the rates to Montreal and Quebec.) 

(3) The export rates from Central Freight Association 
Zerritory in the United States to Halifax, Saint John, 
Boston and Portland are generally equalized with New York 
While Montreal is on a parity with Philadelphia, that is 
to say, generally 2¢ per 100 lbs. below the export rates 
to New York. 

(4) Import class rates from Saint John, West Saint John, 
Halifax and Portland were generally the same to Canadian 
differential territory, and in many cases the import 
rates from Montreal to points west were lower than from 
Quebec and Maritime ports. 

(5) The import commodity rates from Halifax, Saint John and 

Portland to Canadian differential territory were gener- 
ally the same. While there were some instances in which 
the import commodity rates from Montreal were the same as 


from Saint John and Halifax, in most cases the import 
commodity rates from Montreal were lower. 

(6) The import class rates from Saint John, Halifax, Quebec 
and Montreal to Central Freight Association Territory hav 
been generally equal to the rates from Baltimore; that is 
to say, about 8¢ per 100 lbs. first and second class, and 
3¢ per 100 pounds for the other classes, below the New 
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In the process the parities as between rates from 
and to the Maritime ports of Saint John and Halifax were 
generally maintained with U. S. ports, and while the export 
and import rate differmtials of the ports of Quebec and 
Mentreal under the Maritime ports had been concurrently 
adjusted to reflect long established relationships, the 
impact of U. S. authorized increases has resulted in 
domestic rates plus port terminal charges being lower in 
a large number of cases than the adjusted exports and 
import rates. The domestic rates plus terminal charges 
apply as maximum; taking precedence over higher export 
and import rates. As a consequence, there are many 
instances in which there exists no semblance whatsoever 
of the differential relationships, particularly in 
respect of carload traffic, that existed for years as 
between Maritime ports and St. Lawrence River ports. For 
example, where the recognized port differential in the 
fifth class export rate from Toronto, Ont., to Halifax, 
Bao., and Saint John, N.B., was in January, 1938, 2 cents 
Over Montreal, this difference emerged on January 12, 1949, 
at 21 cents per 100 ipes Where the fifth class 
import differential as between Montreal and Saint John- 
Halifax to Toronto was in March, 1938, 14 cents per 100 
ibs., it has now become 21 cents per 100 lbs. (153) 
Further detailed illustrations of what has taken place are 
contained in Appendices 75 and 76, volume 2. It was my 
intention to refer to those, Mr. Chairman, but time is 
running short, and I know that tomorrow there is the 


possibility of cross-examination. 


“Sa Appendix 75. 
153) Appendix 76. 
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THE CHAIRMAN: Q. You say you wish to refer to 
Enose appendices at this point? 

Py Was eOing to refer to them, but they are’ quite 
detailed. 

THE CHAIRMAN: We had better wait until tomorrow, 
Tt is nearly half-past four. We will adjourn until half- 


past ten tomorrow morning, 


- - - The Commission adjourned at 4.25 p.m. to resume on 


Thursday, July 14th, 1949, at 10.30 a.m, 
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~ 3683 - Mr. Matheson 
RAND H. MATHESON, recalled. 


THE CHAIRMAN: Very well. 

MR. COVERT: Mr. Chairman, we left off yes- 
terday at page 96 of volume 1 of the submission; as a 
Matter of fact, it was at the figure "76" on the third 
last line of the paragraph at the top of the page. 

THE WITNESS: Mr. Chairman, I was to refer 
you to Appendix 75 and Appendix 76 in volume 2, 
Peeeoit No. 47. j%In the first column of Appendix 75, 
sheet 1, there is shown the port differentials that 
Soeeined On export class rates to maritime ports over 
Montreal as of or prior to March 28, 1938. Attention 
is drawn to the differences for the three specified 
points that were taken as an illustration, that is, 
Windsor, London and Toronto. Over in the third 
column as on January 12, 1949, there is indicated 
the differences which have emerged Since prior to 
March 28, 1938, which removed the small differential 
that had obtained for years over the port of Montreal. 

On sheet 2 of Appendix 75 there is shown 
the percentages, and I won't refer to them 
Peecitically, but it shows the larger percentage 
meuerecases as effected to maritime ports vis-a-vis 
St. Lawrence River ports, or, rather, specifically 
the port of Montreal. 

The same for sheet 3 of Appendix 75, and 
Sheet . 

We now turn to Appendix 76, and we have a 
corresponding set-up with respect to import class 


rates, as on March 27, 1938, compared with January 12, 


ick 6H 


Ob Fie 7 
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1949, and this again indicates both relatively and 

absolutely the increases that have been effectuated 

im the port differentials that previously obtained. 

@ snail not go into further detail in connection 

Wath that; I just wanted to make specific references 

to those extensive tables that are contained therein. 
Now reading from the brief: 

Attention is called to the substantially higher per- 

centage increases in both export and import class rates 

to and from Maritime ports vis-a-vis St. Lawrence 

River ports. 

It is evident that the Canadian port rate structure 
Peenot entirely predicated upon the incidence of U.S. 
port differentials. Government policy and competition 
of other transport media have also had a considerable 
Moeemence on the structure which has existed. As to 
Government policy, reference has already been made to 
some of the statutory provisions stipulating the 
encouragement of traffic through, Canadian ports. 

The port differential relationship with U<«s. 
Dorvus has, no doubt, been of benefit to Maritime 
ports. It would seem also that the very 
existence of the port rate structure undoubtedly 
depends upon the participation of all interested 
Pe liere. Yet, the singular characteristics 
Of the conditions associated with the encouragement 
of export traffic through all Canadian ports indicate 
that cognizance must be taken also of the maintenance 
of relationships as between Canadian ports as 
well. As these conditions are peculiar to Canada 


and are more effective during the season of open 
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Movieeeson on che So. wuawrence, River, it is,open to 
Mop. Carriers, 4.O..relate their port. rates from and, to 
Canadian points. Such action would not likely 
Brej,ua.ce- the application. of .zeneral port. differential 
relationships when the St. Lawrence River ports are 
dosed. 

ftats therefore .of paramount imporrance, that 
Mer icame port races be adjusted at the earliest possible 
250 80.as ~o reflect,-during, the period April .cto 
November of each. year,» the relationships that existed 
with the port of Montreal prior to March 28, 1938 
Such action would comply with Government policy asso- 
ciated with the encouragement of traffic through 
ali Canadian ocean ports; it would be compatible 
with conditions and circumstances peculiar to Canada; 
end, moreover, it would maintain the port differential 
Structure when Maritime ports are actually competitive 
wien U.S. ports... In addition to the readjustment 
ite 2180) important that there be appointed 2 
POreien freight traffic officer for the suggested Inter- 
colonial Pes. headquarters at 
Monecon, N.B....The duties of such an officer would 
include all those things necessary for the encouragement 
of traffic through Maritime ocean ports. 


(f) Existing Rate Groupings in the Maritimes 
on Lone -Haul Trarile: 


ime Maritime Provinces, ere divided into seven 
groups on the Canadian National Railways in the 
application of eastbound class rates from stations 
west of Montreal. These groups may be briefly 


described as follows: 


ee 
(154) See pages 82 and 83 of Brief. 
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Group No. 1 - Saint John group. This group extends 
Prom, Doundary, Nees, end Midistream, P.da, ease 
to Painsec Junction. 
GOrOUp NG. 2 - Halifax croup, nis group extends 
trom Meadow Brook, N.B., to Halifax, N.S., and 
eastward to New Glasgow, N.S. 
Group No. 3 - Mulgrave group. Commencing at 
Academy, N.S., this group extends to Mulgrave , Neo 
Group No. 4 - Sydney group. The next breaking 
point commences at Foint Tupper, N-se.-cend extends 
CO oVaney, Ni. 
Croup No. 5 =~ Liverpool group. “Thismerous, 
excvends from Fort. Mouton, N-S., te Conqueral, N.S. 
Group No. 6 - Shelburne group. Commencing at 
pavble River, Noo., this @roup extends vo Port 
Ciyde, N.o: 
Group No. 7 - Yarmouth group. This group extends 
Prom Darrington sso. LO LoOLrmouuiy Nis. 
Orher points on the Canadian National Railways in the 
Maritimes are related to these seven groups. For example, 
Charlottetown and Summerside, P.E.I., are on the Halifax 
Peep p2sis, whereas Tignish and Himiva, P-b.l., are on 
the Mulgrave basis. 
Class rates between the Maritimes and eastern 
United States do not reflect the same arrangements. 
For example, the class rates between the Maritimes and 
U.S. Central Freight Association territory were, 
perore July ist, 1946, constructed on a higher arbitrary 
basis over Montreal than from Toronto. As to New 
England Freight Association area and most of the 


S0-called Trunk Line Territory, the rates are generally 
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constructed on twenty-mile blocks over U.S. border 
points. 

Leis. o0f interest, to,observe, also that. before the 
period of freight increases, commodity rates between 
the Maritimes and destinations in the United 
mBeeces Pacific Coast territories were. constructed 
om arbitraries, over Montreal which corresponded 
to the Ontario arbitraries, Toronto and west ieee 
These arbitraries, although lower than those from 
Central Freight Association territory, were higher 
Pen the arbitraries over Montreal prescribed by 
the Board of Transport Commissioners by General Order 
366, dated June 30, 1922, between the Maritimes and 
western Canada. 

The higher arbitraries over Montreal between the 
Mmeeeeaimes ond territories in tne United Staves do 
Peveret lect the tapering of a through 
Peceeunat. 2 long haul justifies. 

Mm modification.ain the Maritime class. rate groupings 
to stations in Canada - Montreal and west thereof - 
Sonecatuted an important part of the case of the 
Maritime Provinces at the time of the General 
Freight Rate Investigation pursuant to Order in 
Council P.C. 886, dated June 5, 1925.. However, the 
Maritime case before the Board of Railway Commissioners 
was held in abeyance when it was evident that the 
recommendations of the Duncan Commission were likely 
to be enacted. Prior to the effective date of the 


Maritime Freight Rates Act the Canadian National 


(155) Appendix 63. 
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Railways submitted for the consideration of 

Boards of Trade and: shipping interests in the 

Maritimes proposed bases of applying the Act. In 

a prepared statement the Canadian National Railways 

Pu lined their position in part as’ follows: 
"Another feature of the question is that 
one of the submissions of the Maritime 
Provinces in the General Freight Rates 
investigations recently closed was that 
the present system of grouping the 
Provinces should be overhauled and 
modified, to the extent of making for the 
entire three Provinces one blanket rate group 
using Saint John as the base. While the 
Maritime case was held in abeyance on 
account of the passing of ‘the Maritime 
Freight Rates Act' and before the railway 
had put in any reply, it had been rather 
generally admitted by the railway that there 
might be some room for adjustment or modifi- 
cation in the number of rate groups which now 
TOGA Sevens. Ayr . We now approach this 
particular question with a feeling that the 
manner in which the reductions under 'The 
Maritime Freight Rates Act' are to be made 
lends itself very readily to a scheme 
of regrouping, for the reason that the 20% 


reduction is to be made on varying proportions 


i 
Fs 
eat 
7 ; ; 
a fe : 
2 a 
, 
a oy 
ar) ey As Ex 
; Qewad ? 
” 
3 
\ . 
eo 
Ee ‘ ; 
ot 
‘i 
? 
vi Y f 
Ae 
: - 
Mea ks hs wh A 
pn a “ ee 
F, “a 
re ‘i . 
1 bh : 


eee - Seo att Toss ay it 0 : 


wif el &he 


deer 
Cmeh es 
; MS ot 
= 
ur mp8 
wee * 


F io Jv 
ee 
vi pe i a ae, 
tr alll Lj oly \s 
2 7 « e is : 
er peetahy aoe res = 


any 0 fy, 
ae? OUP 
iy. 
amy MEET Ee ee tug. & 4 
; re : 


elisrarae: © 


ne aie e iy 3c rue 
a 1 
ore: TT Hop IeS 
Ley D2 _taies / 
cp aaetieges gona) yas 
“Io 7 ey 
yeti ln 
Ae ae coca 7 
ay mI 
sage gig tesa ee 
~ cava | ; 
+ yet Theme Ge 


- 3689 - Mr. Matheson 


"of existing group rates." (156) (underlining 
inserted). 
That statement was read by Mr. Weldon, former 
Traffic Manager of the Canadian National Railways, at a 
meeting in Moncton, New Brunswick, on June 21, 1927. 
COMMISSIONER INNIS: Q. What was this meeting? 
Was it a conference or -- 
A. It was more or less of a conference, Dr. 
Minis, called by the railways to discuss the proposed 
method of applying the Maritime Freight Rates Act. I 
have a mimeographed copy; perhaps the railways might 
Mavenon their files an extra copy, but I think it is 
important that a copy of that should be made available 
touche Board. It is a mimeographed document of three 
Peees, and it is dated at Montreal on June 212, 1927, 
end the writer of it apparently, according to the foot- 
Moves; 15 5.0.A.3; IL believe that would be Mr. Alton, 
reormer Chief of the Tariff Bureau of the Canadian 
National Railways. 
PemeonouLd that be put in the record? 
A. I believe, Dr. Innis, for the information 
OF the Commission,a copy of this should be put in the 
record. This my own historical copy from my historical 
files, but I would be pleased to have a copy of this 


made and submitted to the Commission as an Exhibit if 


a rr ee rer er yen 


(156) Statement read by Mr. Weldon, former Traffic 
Manager of the Canadian National Railways, at 


aimeeting in Moncton, N.Ba, on June 21, 1927s 
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that would be in order. 
MRP COVERT :: We could putrthat in! as) Exhibit 
48. The title of it is "Memorandum of Points for 
Discussion Regarding Re-Grouping of the Maritime Provinces 
in Class Rate Adjustments to Montreal and Ontario points,” 
dated June 21, 1927. 
EXHIBIT 48: Memorandum of Points for Discus- 
Sion Regarding Re-Grouping of 
the Maritime Provinces in Class 


Rate Adjustments to Montreal and 
Ontario Points, dated June 21, 


OO TH 
THE WITNESS: There were a couple of other 
things I was going to read in connection with this, but 
that will obviate the necessity of doing so. 

The railways adopted a basis of applying the Act 
whereby the number of Maritime groupings in respect of 
westbound class rates to stations in Canada, Montreal 
and west thereof, were reduced from seven to four - 

Saint John and Halifax groups were combined on the Halifax 
basis, as adjusted, to Montreal, and on the Saint John 
basis, as adjusted, to points west of Montreal; the 
Mulgrave and Sydney groups were combined on the Mulgrave 
basis, as adjusted; and the number of groups beyond 
Bridgewater reduced from three to two. 

Since 1927 the question of further modifications 
in the Maritime groups has been raised on numerous 
occasions. The existing groupings on Prince Edward 
Island have been the cause of considerable dissatisfaction. 
Generally, Prince Edward Island is divided into two 
Groups or zones in respect of rates from and to 


Stations in Canada beyond the Maritimes including 


F 
: ig RRS Te rN i ey Sea 
. a me “ey, : 
¢ 
. : aay whales 
4 q re ee : ot 
I : Jee 4 : . 
) ae aay f ayy ht] 
7 ee |) ae ate: v 
\! Le ii= 
Fo: ; ny eae vaca | Uagaaes coe So ; 
helt a3 | | i 
: ‘oooh Pt Pye t “ai 8 es ial 


” use een oan Ut. ose oe Be a 
a4 Bees ae Remy oe aw yt i Lo. 7 


et ee 
US ah here sea sou ae Bh , i 
ral! 4 eG? gE yea, kta : - 4 
& in bee) Pe 4 
ro - © ’ as og ¥5,.) H6LB aalaie acl BE Ae 
| ov? ot, ? omy tt) aes Havin od aries aT 
2 : os 
tiyce eagles os ao lee att TDG S08 ete 
spe one > a * ; af fies mn 7 tse % at 
| ee Ho bee let deat sae amacin’ stats 9 
: RE Ren Disk Et ee 


; (Coit nn eet fo Ie late Sangntes ont — 


7 
% 
fn 7 sh 
eka 
- poe ec 
i = 7 
i tee ‘ 


0 # a i a oe, 
Caer sy ae eee 


ey 


ty a re rk 
seb ere Bia 


on 


Mr. Matheson 


157) 


Quebec, Montreal, P.Q,, and west thereof, viz., - the 
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so-called Inner Zone including Summerside and Charlotte- 
town, and the Outer Zone embracing stations west of 
Summerside and east of Charlottetown. The Inner Zone 
is generally on the Halifax basis and the Outer Zone 
based on the higher Mulgrave group. Stations in 

the Outer Zone mileage-wise are less distant to and 
from points outside the Maritimes than Halifax. For 
exemple, the mileage; from Tignish and Elmira, P.E.1., 
Tomroronto, Ont., Is approximately 1,125 compared with 
approximately 1,133 from Halifax, N.S. Another example 
is the present rate on potatoes from Tignish, 

fPeoet., to Harlem River, Neviy of 94¢ per 100 lbs. 
carloads, for a distance of 939 miles, as compared 
with a rate of 90¢ per 100 lbs. from Halifax, for a 
distance of 947 Pees, 

MR. -O*DONNEGLL: “Lt might be well aif’ my. 
friend would excuse me at this point, to draw to the 
attention of the Commission that at the present time 
this question is before the Board of Transport 
Commissioners. On April 30 last Mr. Matheson wrote to 
the Board the following letter: 


"Re: File No. 45235 - Rate Zones in 
Prince Edward Island 


"This Commission has the answer of the Canadian 
National Railways, dated April 14th, to the sup- 
plement to this Commission's application, dated 
March 1, 1949, on behalf of shippers and Associa- 


tions in Prince Fdward Island. 


(157) See Appendices 68, 69, 70, 71 and 72. 


(158) Apvendix 74. 
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"Tt is now requested that the Board grant a 
postponement in connection with the Commission's reply 
and the setting of a date for a hearing as 
prev ously mrequested i heThisnreduest «is being 
made because of developments which require, almost 
in toto, concentration in preparation for the 
Royal Commission on Transportation which, press 
reports indicate, will commence their hearings 
within the next month or so. 

"If it pleases the Board, a reply will be 
made as soon as possible after the termination 
of the Royal Commission hearings in the Maritimes. 

"tt tis the intention to sugeest 2n (this 
reply a date and place for the Board's consideration.” 

That obviously is @imatter which our friend 

realizes is within the jurisdiction of the Board and is 
sub judice at the present time, and I thought I might 
draw it to the attention of the Commission. 

THE WITNESS: I am very pleased that Mr. 

O'Donnell mentioned this. I think yesterday, if you 
remember, I referred to matters of groupings which the 
Board has from time to time considered and made adjustments 
and changes in relation thereto. I believe, however, 
that there are aspects about this particular application 
which come into the realm of geographical and economic 
considerations, and also in relation to the Maritime 
Freight Rates Act. 

Apropos of this, I am constrained now to read 
eereply from Mr. A. K. Dysart, counsel for the C.N-R., 
dated April 14, 1949, and this will stress the 


point why it has been included also in this brief. 
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er. Dysart's letter reads in part as follows: 

"Insofar as rates on traffic originating 
on Prince Edward Island are concerned, it is 
our submission that the provisions of the Mari- 
time Freight Rates Act govern any adjustments 
an Such reves. ‘Immediately prior to the effective 
Gece Ok CNaL ACT, i.e, July lst. w9e/,, raves 
from origin points on P.E.I. were published on a two 
zone basis. Under the terms of the aforementioned 
statute, these rates were cancelled, effective 
July lst, 1927, and rates 20% lower were sub- 
stituted for the haul within select territory. 
Many Of Une rates referred to appliedgin bovh, direc- 
rons orLlom to July ist, 2Oey,.-and’ thesuvc 
Zones oULil exist in relavion thereto sLt as 
Sovious thererore, that rates: from Poa... 
subject to the Maritime Freight Rates Act are 
definitely related to rates in the Eastbound 
Oobect1 On and vice versa. It istour submission 
that the East-bound and Westbound rates in 
question were frozen after July ist, 1927. The 
existence of a relationship between the 
Eastbound and Westbound rates prior to the 
Maritime Freight Rates Act and the subsequent 
Statutory fixation of the Westbound rates 
necessitate maintenance of the Eastbound rates 
On the present level. 

"The applications of the Transportation 
Commission of the Maritime Board of Trade are pre-~ 
dicated upon the soon that the zoning of 


P.E.I. is unjust and presupposes that the rates 
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"in the outer zones are unjustly discriminatory 
compared with other shipping points in the 

Maritime Provinces. It is our submission 

thaw under une provisions of the’ Maritime 

Freight Raves Act no increases can. be made 

in the rates from the inner Zone, and that 

any discrimination which may result from the 

maintenance of the two zone system can only be 

removed by reducing the rates in the outer 

Zone, “Under che principles: leld cowie nh many 

decisions of the Board and reiterated in 

Helton Bisheri.es Lbimited va. CoN.Ra, 

BO Gaensl.co. fo. and 134. the wi sceriminarton 

in such a case is attributable to the operation 

OF the Statute and not thervoluntary sae of tne 

carrier, and therefore does not constitute 

unjust discrimination within the meaning of 

The Railway Act. Any action taken by the 

Boerd CO compel a reduction invene higher race, 

PeOur> SuUbMISSi1On, Is Ultra Vireo. Oo. tie Board, 

and in any event would itself be unreasonable 

and unjust. 

"For the above, among other reasons, 

it is respectfully submitted that the applications 

of the Transportation Commission of the Maritime 

Board of Trade should be dismissed." 

IT am very glad, Mr. O'Donnell, that you brought that 
up, because there was some question in my mind, considering 
the fact that this application had been made, or had 
been renewed, so to speak, by this Commission, on 
behalf of persons and industries on Prince Edward Island, 


and the thought did occur to me that it was perhaps a 
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matter that would be more or less for the Board, 
Burs in the light of those. particular) aspects, that I 
met Cead,.1 believe that Jt is also one for the 
consideration of this Commission because of the 
pranciples, involved. 
MR... O'DONNELL: ©... lst the antention to 
Withdraw the application to the Board, then? 
A, No,. because, you see, Mr. Chairman -- 
MR. O'DONNELL: I do not want to take time, 
Mr. Chairman. All I was drawing to the attention of 
the Board was that these applicants had submitted 
Pomtne Jurisdiction. of the Board of Transport 
Commissioners, where obviously the matter should be, 
ana. that in the circumstances it was duplicating 
one work, and that, the jurisdiction being, with the 
Board of Transport Commissioners, it was something 
which should await their decision. 
THE. CHATRMANs .Wedad,./i take it. 10 will 
be given to us here simply as an illustration of what 
he eoing on. 
MR. O'DONNELL: I merely wished to record 
the fact that it was before the Board. 
THE CHATRMAN:Q.I understand there is a question 
of the interpretation of the Maritime Freight Rates Act? 
ee lhao 18 Pignt. 
%. And judgment on that will be delivered by the 
Board in due course? 
A. that 18 right. 
Q. We will have it then. 
A. The hearing has been held in abeyance; I have 


to confer, of course, with the -- 
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Q. Well, nothing done here is to interfere with 
Seo Cie Board does; in the first. place, our Order in 
Council says so. 

Ay -f duitve understand that, sir, and the reason 
Por sthis is Go brung this to your arzention as to the 
Pranciples: and if we are hamstrung in connection 
With the interpretation as placed by Mr. Dysart, then 
Hoaeo 15 amatter of principle in relation torthe Act. 

Weta, Or course: T think we nad pecuer just 
pass on. 

An Appendices: (0 and. (1 contain a hisvory, or 
the evolution of the present groups from Quebec and 
Momereal, P.o., vo specified points indicaving 
a reduction in April, 1924, from three groups to 
two concurrent with the class rate revisions 
voluntarily effected at that time... In the period 
between 1917 and 1924 the railroad on Prince Edward 


Island had emerged from a narrow to a standard gauge. 


(page 3700 follows) 
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In Appendix 72 there Is a Comparison of class rates 
from specified Ontario points to P.E.I. destinations with 
what is known as the Schedule "A" scale of rates for corres- 
ponding distances. This  “ppendix was included because a 
similar comparison had been made by the Canadian National 
Railways to justify the reasonableness of the existing 
groups and rates. It is not considered that the comparison 
proves anything in view of the fact that Zt ignores the 
historical basic factors associated with the Maritime 
freight rate structure. 

the compact characteristices of Prince hdward 
Istand lend themselves to the existence of one zone on 
long haul traffic. There is not 4 substantial difference 
in the quantity of traffic originating In the two pee 3) 
Moreover, there are approximately 41,000 persons located 
in the Inner Zone as compared with 55,000 in the Outer 
Zone. While in some instances the differences in rates 
on long haul traffic as between the Outer and Inner Zones 
are not material, there are times when the accumulated 
differences are of significance. 

In a number of respects the Prince Edward Island 
rate groupings are different to United States destinations. 
For example, the Island is divided generally into two 
zones in the case of special commodity rates on potatoes 
and turnips to Eastern United States destinations. Where 
competitive commodity rates apply to the United States, 
Prince Edward Island is blanketed. There is only one Zone. 
The class rate structure between Prince Edward Island and 


the Eastern United States, on the other hand, reflects 


(159) Appendix 10. 
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the influence of the class rate revisions effected in 
March, 1938, with the result that more than two zones pre- 
Pet) 

The homogeneity of Prince Edward Island economic- 
ally, the comparability of the nature and volume of traf- 
fie originating and destined to the Outer and Inner Zones, 
and the lower mileages compared with points taking lower 
rates, justify the equalization of the Outer Zone with 
the Inner Zone. It does not appear that the Maritimes 
Freight Rates Act as constituted would be a deterrent to 
such ene equalization. indeed, this equalization 
should have been included in the regroupings effected 
under the Maritime Freight Rates Act on July 1, 1927. 

The.creation of one zone on Prince Edward Island 
in respect of international rates also is desirable to 

obviate existing inconveniences, confusion and handi- 
Cans. 

Modifications in the basic long haul rates between 
other points in the Maritimes and stations in Canada - 
Quebec, Montreal, P.Q., and west thereof - would appear 
to be justified mileage-wise to correspond with Halifax 
and other points in the Halifax group. 

Apropos of this, Mr. Chairman, we have made some 
studies. I am not going to refer them to the Commission 
because I really feel they are a matter that I will take 
up with the railways directly. I find what I consider 
to be some anomalies in the existing groups going to 
western Canada from stations on the south shore, between 


Halifax and Yarmouth, Nova Scotia. In this connection 
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there is one more group to stations in western Canada than 

there is to stations in Ontario and Quebec, which does 

not reflect, of course, long haul tapering. There should 

not be any more than the same number of groups. 
COMMISSIONER INNIS: Q. Would you say that trucks 


tended to blur the boundaries between the zones? 


A Trucks? 
Q Yes. : 
A Notein this particular case, Drvwinive. You..are 


referring to the one I have here, the last one I mentioned? 

Q I am thinking of this problem of higher rates to 
the Outer Zones? 

A You are referring to Prince Edward Island? 

Q Yes. Can trucks take advantage of this sharp 
difference between the two zones? 

A For example, most of the traffic involved in this 
particular case is long haul traffic that we refer to. 
that is traffic going outside of the Maritime Provinces, 

Q Would it be of advantage for a truck to move from 
the high rate area, particularly If it is near the boundary, 
into the inner rate area? 

A If farmers are very close to the boundary they may 
truck their potatoes, for example, for loading into box 
cars or reefer cars in the inner zone rather than at the 
Station on the outer zone. 

Q That is not very important? 

A I do not believe that is very important in this 
Particular case. I might say at this point that full 
details and evidence will be given as to the impact of this 


from witnesses on Prince Edward Island. 
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(g) Routings Between the Maritimes and Other 
Sections of Canada 


The privilege of routing traffic from originating 
points on the Intercolonial system in the Maritimes to 
destinations in Canada via Saint John, N.B., and Sainte 
Rosalie, Que., was in existence for many years. The 
arrangement gave persons and industries located on the 
Government railways in the Maritimes a parity of rates as 
to certain tariffs via the following routings - 

Government railways direct; 


Government railways to Saint John, thence 
Canadian Pacific; and 


Government railways to Ste. Rosalie, and 
thence Canadian Pacific. 


Late in 1925 the Canadian National Railways cancelled the 
alternative routings as provided in certain tariffs. The 
action was protested and the Board restored the arrange- 
ment. 

When the Canadian National Railways published 
rates subject to the Maritime Freight Rates Act it was 
found that the alternative routings via Saint John and Ste. 
Rosalie were not provided. The matter was subsequently 
referred to the Supreme Court of Canada, who found to the 
effect that the Railway Board has no jurisdiction under 
the Maritime Freight Rates .ct "to order rate reductions 
on freight routed to the west from points on the C.N.R." 
(on which reductions are compulsory) "via Saint John and 
thence over the C.P.R. on which reductions are only 
optional, but may order reductions on such freight routed 
via Ste. Rosalie which is a junction point of the C.N.R 


(161) 
and C.P.R. west of the territory affected by the Act." 


—_— 


mer. S4C.R.C., p.223. 
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Certainly, there was no intention that such a withdrawal 
of routing privileges should be effected in the recom- 
mendations of the Duncan Commission. In fact, at page 23 
of the Report of the Duncan Commission, it was observed 
that the question of alternative routings was a matter for 
the Board. 

This routing question concerning the Maritimes 
appears to be related to routings involving other territor- 
ies and arrangements existing between the Canadian N.tional 
Railways and Canadian Pagific Railway Company, which have 
their origin in agreements that were consummated before 
the Canadian National Railways became an integrated system, 
In other words, what the Canadian National Railways tend 
to gain by the elimination of the alternative routing via 
Saint John only helps to compensate for the loss of 
revenue from originating traffic which they are required 
to short-haul in favour of the C.P.R. in other territories. 

While this whole matter of alternative routings 
appears to be one for an investigation directed to (a) a 
balanced arrangement in the interest of both the railway 
and shippers, and (b) the practicability of universal 
inter-change in Canada, it is, however, specifically 
recommended that such changes that are necessary in the 
Maritime Freight Rates Act be effected to restore the 
alternative routing privileges that previously existed 
Pee os nte J Onn 9 Ne iB. 

(nh) Joint Through Rates Within the Maritimes 

Combinatiors of rates over inter-change points 
rather than joint through rates are the rule rather than 


the exception on traffic originating and destined to 


i) 


pital. fen, ede agit ith ean 


| a wt nis es 
ayeg gh pheet. cute nea rae 
eset, eee at pratre teey - xpnawnt, a ne 
wacauen’ on tdantc Soo at 


en at sactor po ee 4g panaaes. x | 
eyes tan’ ag hiner od 


Ratren7. WSN 


Fi 
anes a 


Seeed, meso oly ienn 


4 ‘@ pares abla maeas Sif ik eee ae 


oyu 
2 eA 


are ae gas aint abe 
ae anata wie 12a rs 


KVh= 


Te Bers ec re aeaaie ott eh ig ee 
; ths, ee Pees eG +2 ay satus he stat 


> 


Ee cicaly Se Yul ae i“ i) grieruashiys Bont out : 
pad beri | a4 8 eth a guest % at cia 
garis0 . sic Yo Tea 5 eae pte etal 
ery Oo" Bove Magseantad Ts rst spt oon es 
Giniies ays teed Le Tentemet ei ick a a bait 
ea “eo: Saat oeay oe ig) bas. xyes 
+ Veedeue aigwel et Ff sdbaita®, at aganda~ 
; Dyna sym to S2 SNe a iil Avie did oobi 
; Awe at ew: at 206 a96 % ates 


‘hom ieee Gaat “oot aeean ai Late oyun Ne 
= alt ia oe ~ ret 


-3795- Mr. Matheson 


stations within the Maritimes. Rates predicated on com- 
binations over inter-change points are generally higher 
than joint through rates. It follows, therefore, that 
when increases are applied to combinations of rates the 
increases are greater than single factor rates, and 
resultantly accentuate the rate disadvantages of persons 
and industries assessed combinations vis-a-vis shippers 
enjoying single factor rates. I should point out here that 
in the matter of mileage rates on traffic there was a 
memorandum prepared by the chief traffic officer of the 
Board of Transport Commissioners in 1923 and it is 
POreauned tn volume XTLT J.O0cR. GR. pages 372 and 373. 

The provision of some proportional class and com- 
modity rates on through traffic from and to inter-change 
points has tended to facilitate the flow of traffic between 
connecting lines in the Maritimes, and has lessened the 
impact of straight combinations, However, since joint 
through rates are convenient and are conducive to a greater 
encouragement of trade inter-regionally, it is recommended 
that there be an extension of joint through rates between 
stations in the Maritime Provinces. Incidentally, Mr. 
Chairman and members of the Commission, this is my own 
View in the light of this decision of the Supreme Court 
of Canada as contained in 30 C.R.C., p. 223, in regard to 
routings between the Maritimes and other sections of Canada, 

Pe. O'DONNELL: @.. Teethet not 34 -C RC vo 
Said 30, 

A An OPEN a Om In this connection it appears that 
the compulsory application of the Maritime Freight Rates 


Act to the Canadian National Railways, and the optional 
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application of the Act to other carriers estops the Board 
of Transport Commissioners from directing, under Section 
336 of the Railway Act, the filing of joint through 
rates over railroads in the Maritimes subject to its 
jurisdiction. The Maritime Freight Rates act, therefore, 
should be amended to make it abundantly clear that there 
is to be no restriction or limitation in the Board's 
power to prescribe joint through rates over railroads 
Subject to its jurisdiction in the Maritimes, 

I am following through the judgment of the 
Supreme Court in that respect when they said that the rates 
on the Canadian National Railways are compulsory and the 
rates on the other railroads in the Maritimes are 
optional. If they could not make it compulsory to have 
a joint rate via Saint John by the same token in my 
opinion they could not have the authority to order joint 
rates under section 336 of the Railway Act. However, 
that point was never raised before the courts as far as 
I know and counsel might have a different view about 
it. It was only my expression of view as a layman. 


(i) Inter-Regional Application of Pick-up and 
Delivery Service on Less than Carload Traffic 


Pick-up and delivery service on less than car- 
load traffic was not established between stations on the 
Canadian National Railways in the Maritimes until April 
1, 1940, although a short time previous the Dominion 
Atlantic Railway inaugurated such a service. The principal 
railways in the Maritimes were at first reluctant to 
provide a service, although it had been instituted on an 
experimental basis in southwestern Ontario on March 6, 


1933, and subsequently revised and extended to include 
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the whole of the Central Quebec-Ontario territory. Pick- 
up and delivery service was also in existence in British 
Columbia and western Cunada before it was established in 
the Maritimes. A characteristic of the new service was 
its regional limitation. 

MR. FRAWLEY: @. What do you mean by "regional'? 

A It did not apply between regions whereas you had 
it applying between regions in the United States. 

The demand for pick-up and delivery service 
within the Maritimes included also its application on 
L.C.L. traffic between the Maritimes and the Central Prov- 
inces. Its regional limitation has necessitated generally 
shippers absorbing the trucking charges on L.C.L. shipments 
originating in the Meritimes and destined to stations in 
Central Canada in order to equalize the transportation 
charges enjoyed by competitors. Conversely, on L.C.L. 
Shipments to-the Maritimes it has become a common practice 
to advance to consignees the trucking charges on L.C.L. 
Shipments from factory or warehouse to freight sheds in the 
Central region. This practice has been the subject of 
complaint -- that is by individual complaints. It was 
not by the Maritime Transportation Commission because we 
were aware naturally of the Board's previous rulings in 
the matter. Some complaints were submitted directly to 
the Board. But the Board of Transport Commissioners 
has repeatedly ruled to the effect that cartage service is 
not a railway service or facility within the meaning of 
the Railway Act and as the Board has no jurisdiction over 


cartage companies it is without power to regulate the 
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(162) 
charges made by them, even though it involves continuous 
movement by rail and truck. 

Since railway pick-up and delivery service is 
competitive, its application is discretional with the 
carriers unless it gives rise to unjust discrimination. 

The railway pick-up and delivery service (either 
free or at rates slightly higher than normal rates) and the 

condition that gave rise to its establishment represent 
another illustration of the effects of competition 
nullifying the statutory advantages of the Maritime Freight 
Rates Act. The question has arisen whether or not there 
exists unjust discrimination in the present territorial 
scope of the service between points and at periods when 
competition is either negligible or non-existent in the 
Central Quebec-Ontario territory. A check of the trucking 
Services and their schedules in the Central Provinces 
would indicate that under certain circumstances the 
arrangement might be unjustly discriminatory between 

some points, 

In Appendices 53 to 61 there are included pick-up 
and delivery rates, trucking charges, and comparisons 
which show that -- 

(1) Present P.U.D. rates in the Central Provinces are 
temporarily 15 per cent higher than the class 
rates exclusive of trucking charges. 

THE CHAIRMAN: Q. What does P.U.D. mean? 

A Pick-up and delivery. It is a general term that 

is used. 

Q All right. I understand. 

A (2) The competitive position of persons 


and industries in the Central Provinces has 
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been improved ratewise vis-a-vis the Maritime 

Provinces. (Expedited schedules have also 

benefited shippers and consignees in Quebec 

and Ontario). 

(3) Pick-up and delivery service rates in the Central 
Provinces have been generally lower than L.C.L. 
rates plus trucking charges. 

(4) Pick-up and delivery groupings on some commodi- 
ties (also produced in the Maritimes) are below 
the classification ratings on less-than-carload 
Shipments from the Maritimes. 

The appendices I refer to give full details in 
connection with all that. 

The difficulties resulting from the regional 
application of the P.U.D. service would be resolved to some 
extent if the service were extended generally throughout 
the Eastern territory. The basic recommendation in 
connection with the Intercolonial system would enable 
greater leeway in effecting such adjustments as might be 
necessary to restore to persons and industries in the 
Maritimes the competitive relationships that had existed 
previously. 

One difficulty, which I pointed out previously, 
about the Maritime Freight Rates Act is that in the event 
we did find there were instances of unjust discrimination 
in regard to the P.U.D. rate basis, the only thing we could 
do would be to have them cancelled under section 8 of the 
Maritime Freight Rates Act, and not get a corresponding 
reduction. 


With regard to the neXt section of the brief, 
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Prince Edward Island Car Ferry Operation, it is my under- 
standing that it will be fully developed by the Prince 
Edward Island government in their brief and possibly also 
by the associated boards of trade of Prince Edward Island, 
who are also making a submission. I will not make any 
comment on this but will read it right into the record. 

The advent of the motor vehicle has completely 
changed the situation in connection with the ferry service 
Detween Cape Tormentine, N.B., and Borden, P.E.I. Where 
it was primarily a railroad operation, today the volume of 
motor vehicles of all types carried on the car ferry has 
dicteted a greater consideration of that form of trans- 
pee O32) Yet, it must be remembered that as a car ferry 
its function as the egress by rail of the products of the 
Island, and the ingress of the greater bulk of the Island's 
requirements it is of paramount importance that nothing 
be done which would interfere with coordinated schedules - 
‘I am speaking of rail schedules - to facilitate the flow 
of goods. 

Considerable discontent has prevailed for some 
time over the charges assessed motor vehicles on the 
ferry, and while adjustments in that connection have been 


(164) om 
-- incidentally they have been 


made from time to time 
comsiderably lowered as of July 1, to which Ihave already 
made reference -- they have been met with such manifested 
Opposition from the railways that it has given rise to 


Che consensus of opinion that the ferry should be operated 


163) Appendix 19% 
164) Effective July 1, 1949, charges for motor trucks 


and contents were equalized with the ferry service 
between Wood Islands, P.E.I., and Caribou, N.S. 
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by a department of the Dominion Government rather than by 
the railways for Government account. The transition 
which has taken place in transportation lends support to 
this view. A changeover to operation by a Government 
department could be facilitated by granting the railroad 
running rights on the ferry. 

Another proposal that might be worthy of consider- 
ation is that, instead of a department of the government 
operating the ferry and facilities, there be created a 
Prince Edward Island Ferry Commission bestowed not only 
with wide administrative powers, but also with authority 
to resolve all problems that might arise in connection 
with the service. 

MR. FRAWLEY: Headquarters in Moncton? 

THE WITNESS: Edmonton, Alberta. With reference 
to the next section of the brief having to do with industry 
and agriculture, I quote various statements submitted to 
this Commission, and witnesses will be available for 
eross-examination, if there is to be any. Some of them 
will be here today, and if necessary, and it is agreeable, 
I can step down to make them available because some of 
them have to get away as they have other previous 
arrangements. Mr. Swartz was to be here but unfortunately 
certain developments preclude him from being present. It 
is unlikely that he will be here in the Maritimes, but he 
Will be available at Ottawa when the Commission reconvenes 
there. Mr. Morrow will be available in connection with 
the fishing industry. In connection with the potato 
industry there will be witnesses available in both 
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industry Mr. Sutton will be available here in Halifax. 
Incidentally there has been no reference made to 
the iron and steel industry because the Dominion Steel 
and Coal Corporation are submitting their own brief. As 
to the coal industry, I think perhaps there will be refer- 
ence to that particular feature in the New Brunswick 
brief, in addition to what is contained herein. 
THE CHAIRMAN: Q. What is the point, Mr. Matheson? 
Are you passing over these pages now? 

A I think perhaps in so far as the fishing industry 
I will skip it. Mr. Morrow will be here, and if there 
are any questions that railway counsel or anyone associated 
with the Commission wish to ask he will answer them, 

This will be taken as read into the record. I think that 
Will*save time. 

Q That brings us to page 109, the apple industry. 

A inat can also be taken as read into the record. 

Q Then the potato industry? 

A There will be .evidence given in that respect in 
both Fredericton and Charlottetown along the lines contained 
herein. 

Q That brings us to -- 

A That brings us up to the coal industry. I think, 
Mr. Chairman, I will read from there on. 

MR. SINCLAIR: So that I may have it clearly; is 
it the suggestion now that if there are any questions to 
be put as to these industries it has to be done now or 
not at all? You said something about stepping down, or 
Something like that. These men are here? 


THE WITNESS: Some of the men are here. For 
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example, in connection with the fishing industry Mr.Morrow 
will be here this afternoon. In connection with the lumber 
industry Mr. Bigelow will be here this afternoon. In con- 
nection with the apple industry Mr. Sutton will be here 
this afternoon. In connection with the potato industry 
the witnesses will be available in Fredericton and 
Charlottetown. What I have put in here is more or less 
the information that was handed to me and incorporated in 
this brief. In respect to the coal industry I will con- 
tinue to read, and if there are any other witnesses I 
Mevesreference to I will refer to them. 

MR, COVERT: @. As I understand ic you are 
simply saying that this will go into the record, and you 
will have someone more qualified to answer than you? 


A Definitely. 


(The following is the portion of the brief not read). 


Page 3714 follows 
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(k) In Connection with Industry and Agriculture. 
Fishing Industry. 


The position of the fishing industry in the Maritime 
Provinces in relation to uniform percentage rate increases 
is set out in the following statement of the Fish Packers 
Association of the Maritime Provinces: 

"(1) Prior to the war and because of the pre- 

vailing preference on the part of the Canadian and 

io. public Tor meat, which was thenwin plentiful 
supply, the retail prices obtainable for fish were 
considered unduly low and out of proportion to its 
food value as compared with meat and other protein 
roods, and this disparity an prices stm prevails. 
Representative prices-and percentages of meat 
prices to prices of fish in 1938 were approximately 


as follows: 


Beef Bacon Pork Fish 
2l1¢ 28¢ Oo¢ L0¢ per Tb’. 
210% 280% 222% 100% 


Notwithstanding the relative shortage of meat 
today.and the better quality of fisheries products 
available due to improved methods of processing 
(quick-freezing, atom, the comparative prices and 


percentages today are approximately as follows: 


Beef Bacon Pork Fish 
75¢ 92¢ 63¢ 35¢ per lb. 
214% 263% 180% 100% 


This shows conclusively that there is a point beyond 
which, apparently, the public will not go in 
increasing their preference for fish when meat -- 


pork, bacon, etc. - is again avvilable in abundance 
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"as in pre-war days, the sale of fish will in 

all likelihood be adversely affected since not-~ 
withstanding changed conditions in supply and 
demand for meat today as compared with 1938, ap- 
proximately the same’ ratio of meat to Tish prices 
Sxi sis. it is important. therefore, that the mar- 
keting of fish be not subject to the additional 
burden of increased transportation charges either 
Specific or horizontal. 

(2) The tendency is for uniform percentage rate 
increases to be reflected in lower prices» to. the 
primary producers since apparently increased 
quantities of fish cannot be absorbed by other 
markets (e.g., U.S.A.), as in the case of meat. 
When meat encounters buyer resistance in Canada, 
greater quantities are offered to U.S.A. with 
reasonable prospect of its being accepted. Such 
is not the case with fish. 

When fish encounters buyer resistence in 
Canada the quantity taken by U. S.A. cannot be 
increased appreciably because the marked preference 
of the public for meat definitely fixes the 
quantity of fish that will be consumed. Conse- 
quently, any drop in retail sale price of fish 
must be reflected in the price paid to the 
primary producer. 

It has been shown that even when meat is 
in relatively short supply in Canada and U. S. A, 
the ratio of prices of fish to meat do not de-~ 
crease as apparently the public will not pay a 
proportionately higher price for fish than as 


shown in comparisons noted above, 1938, still a 
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"depression year and 1948, one of comparative 

prosperity. 

(3) (a) The value of the 1946 N. S. catch, when 
taken from the water was $20,259,604. 

(b) The value when processed - $34,270.762. 

(4) Appendices 14 and 15 contain statistical data 

on the volume of smoked fish, transported by 

freight and express, showing the net weight, tare and 

gross weights (on which transportation is charged), 
£G will be noted these statistics; rerer to 

1945 shipments as that is the latest year on which 

a complete report could be submitted by the Dominion 

Bureau of Statistics and since the statistics do not 

show distribution by types nor all the Canadian des- 

tinations, it was necessary to estimate them on 

averages supplied by a majority of the larger pro- 

cessors. It will also be noted that an average 

express or freight rate was applied to shipments in 

Ontario and Quebec, outside the principal cities of 

Toronto and Montreal, and an average rate applied 

to shipments west of Ontario. 

It was not possible to get freight and express 
figures for the year 1946 but the catch was ap- 
proximately the same as in 1945 and there were no 
Significant changes in movement of the fish in 
those years. 1948 will be more in line with 
1945-46 than 1947 which was not a representative 
year due to the deep-sea fishermen's strike which 
lasted about three months in the early part of 
the year and the consequent low catch which was 
also accentuated by poor fishing throughout the 


season. 
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"(S5) Competitive sources of supply are developing. 
The all-water route via St. Lawrence and Great 
Lakes as far west as Chicago is available until 
the freeze-up, and it is used extensively by New- 
foundland. Serious consideration is being given 
to the same means of transportation by Nova Scotia 
processors to meet competition. It is estimated 
that Nova Scotia fish shipped by water can be 

laid down in Chicago at a freight rate of l1¢ 

per Ib. 

(6) Transportation by regular truck service has 
also been inaugurated between Halifax and Montreal 
and is proving satisfactory. An extension of the 
service is contemplated and will definitely be 
developed on a large scale if increases in ex- 
press and freight rates are effected. 

(7) Increasing competition is being experienced 

in U. S. markets from Iceland frozen fish, and 
Iceland is increasing her productive capacity. The 
competition from Norwegian frozen fish in U.S.A. 
markets is also on the up-swing. It may, there- 
fore, be necessary for the Maritimes to sell in- 
creasingly more fish in Canada if the present pro- 
duction capacity of our fishermen is not to be cure 
tailed with corresponding decrease in the income 
of the primary producer, as well as all others 
concerned. This increasing competition, coupled 
with the upward trend in transportation rates to 
competitive markets, is creating considerable 


concern as to their combined effects upon a large 
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"segment of the population of Nova Scotia which is 
dependent upon the fishing industry for a liveli- 
Hoods (263) 

Apple Industry. 

The Nova Scotia apple industry has taken a definite 
stand against uniform percentage increases in freight 
waces. In this: connection, Mr. R. J. Leslie, on behalf of 
the Nova Scotia Fruit Growers! Association, has emphasized 
that: 

1. The substantial curtailment in apple purchases 

by the United Kingdom has revolutionized the industry. 

No longer can the historical U. K. market be cone 

sidered dependable as the principal outlet. 

2. Nova Scotia must seek a market for the equiva- 

hent-of one: wiliton barrels ofvapplés ice the 

industry Lsmto maintain dts productive wcapacity, 

and unless an outlet for that quantity is de- 

veloped the Nova Scotia apple industry must under- 

go a substantial curtailment. 
(164 

3. Increased rail rates will have the effect of 

making the transition in the industry difficult, 

particularly in developing an outlet to the markets 
of Central ee Illustrative trucking costs 
for the marketing of apples in that area have been 

for example, from Abbotsford, P.Q, to Montreal, P.Q. 

approximately 24¢ per barrel, and from Simcoe, Ont., 


to Toronto, Ont., approximately 21¢ per barrel. 


(163) Brief of Fish Packers Association of the Maritime Pro- 
vinces dated December 21st, 1948. 


(164) See Appendix 78 for existing and proposed freight rates. 
(165) See appendix 12 for seasonal receipts of cars of N.S. 


apples since 1937-38 season in the Ontario-Quebec mar- 
kets. 
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"h, Substantial federal assistance has been ne- 

ceéssary to.enable the industry. to.exist during 

the war and, more recently, to implement transi- 

tional plans. 

Potato Industry. 

Increases in. freight rates and proposals of still 
higher rates have created considerable concern in the potato 
industry of the Maritime provinces. This is understandable 
when it is considered that potatoes are the most important 
field crop of both New Brunswick and Prince Edward Island, 
and the principal markets of Canada and the United States 
involve long hauls compared with nearer sources of supply. 

The Maritime Provinces produce approximately 38 
per cent of the total Canadian production of about 80 
million bushels, and ship by rail more than 80 per oo 
of the total volume moved by this means in a ! 

A considerable quantity of seed and table stock ne 
also exported to countries other than the United RG 

During the season 1947-48 to March 31st, 1948, New 
Brunswick shipped 7,800 carloads of potatoes to the Quebec- 
Ontario market,and Prince Edward Island in the same period 
cs. 168 

The development in the production of seed potatoes in 
the Maritimes has been most marked. In 1948, of the total 
acreage of seed potatoes entered ee inspection in Canada 
86% was located in the wer singular tribute 
to the efforts of the industry to produce a quality product 
80 as to offset the disadvantages of distance from the 


principal markets. It is of interest to observe that out of 


(166)Sée Annual Potato Crop Summary 1947-48 issued by the 
Dominion Department of Agriculture. 


167) Ibid. 
168) See Appendices 5 and 6. 
169) Appendix 9. 
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a total sales of 6,190,490 bushels of Maritime seed 
potatoes in 1947 there were exported to the United States 
and a number of other countries 4,025,116 iecats 
The price at which Maritime farmers generally sell 
their potatoes is the price at the consuming markets less 
transportation charges. Once the forces of demand and 
supply establish the market price the ability of Maritime 
producer to sell is generally determined by the freight 
rates he is required to pay, although in some instances 
the Maritime producer may mitigate his losses by dis- 
posing of what he can at depressed prices. When there is 
a@ good crop in the Maritimes, and a relatively poor crop 
in Quebec and Ontario, for example, the Maritime farmer 
may be able to recoup relatively a proportion of his 
transportation cost. However, as transportation costs 
are increased percentage-wise the spread is widened to 
the more distant markets, thus rendering it more difficult 
for the potato producer in the Maritimes to compete. 
There is contained in Table 16, subjoined, a break- 
down of average costs of producing a 75 1b. bag of 
potatoes on Prince Edward Island in the year 1948 (inci- 
dentally, the average cost compares with the average in 


the Saint John Valley). 
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TABLE 16. 


ESTIMATED COST OF GROWING AN ACRE OF 
POTATOES ON PRINCE EDWARD ISLAND IN 1948. 


Arithmetic 
Mean 

Materials 
Bags for shipping $36.54 
Bags, barrels or baskets, 

for.» picking eyo ( 
Fertilizer O62 3 
Potatoes 505750 
Spray 10.66 | $129 .40 
Labour: 
Cultivation 4.85 
Cutting Seed 3.42 
Digging 8.40 
Grading and Inspection 14.83 
Harrowing aan Gs 
Picking 16.90 
Planting 3.403 
Ploughing 2.40 
Spraying ener 65 .23 
Operation: 

rucking: 

Crop 8.78 
Fertilizer TAS 12 234 
Seed eae 
Financial: 
Interest and Depreciation- 

6% on investment 6.94 
Interest on borrowed 

money - 6% 5.59 
mnverest, on, fertilizer 

notes - 6% Dey 
Rent, land Su 10 18.40 
Miscellaneous: 
Disinfrecting and dip;storage, 

running repairs and other 

contingent costs 8.56 

$233 .95 

Bisld per acre =< = <= ~ == a= se ew ew eo = 22Gnnbus 
Cost per 75 lb. bag ---------- --- $1.32 


4 The arithmetic mean of the various cost factors has been 
computed from the submissions of ten authoritative and 


highly qualified potato growers of Prince Edward Island, 
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It is to be noted that on the basis of the records 
of ten reliable and highly qualified potato growers on 
Prince Edward Island the average cost per 75 lb. bag was 
determined at poesaies! If the cost of the bag is de- 
ducted, the cost of producing 75 pounds of potatoes is 
approximately $1.12. The return to the farmer at the farm 
on March 19, 1949, is set out in Appendix 11 at $.834 
to $.884 per 75 lb. bag. In Appendices 7 and 8 there 
are set out the average prices obtained by farmers at 
shipping points in New Brunswick and Prince Edward Island 
for each crop season since 1937-38. 

On the basis of normal price determinants it has 
been estimated by one of the most authoritative dealers 
and producers on Prince Edward Island that each uniform 
percentage increase of 1% in freight rates costs the 
potato grower in that province approximately $9.40 per 

Lye) 
acre. 

The increases in international rates on potatoes have 
resulted in a greater utilization of water transport to 
U. S. destinations, although fortunately the limitations 
on vegetables, as prescribed by the Interstate Commerce 
Commission and approved by the Board of Transport 
Commissioners on international rates, has had the effect 
of lessening the impact of the increases and the disruption 
of rate relationships with competitive areas. Shipments 
to the Central Provinces, however, have been almost entirely 
by rail. Most of the local production in Quebec and 
Ontario is ee Bae oF to market by truck. Inquiries have 
C@licited the information that prevailing trucking costs 
range between 10 and 25 cents per bag from the principal 
{i7I) The floor price for P.E.I.potatoes effective April 

lst, 1949, is set at $1.15 per 100 lbs. in the bin 

at the farm, or 86¢ per 75 1b. ba 


&. 
(172) Statement of Mr.Austin Scales, Feb.15,1949 to the Dept. 
of Industry & Natural Resources, province of P.E.I. 


~- fas = 
Mr .Matheson 
potato producing regions to the principal Ontario markets, 
(73) 

A study of production and distribution costs of Mari- 
time potatoes, coupled with market phenomena, leads to the 
conclusion that freight rates are generally absorbed by 
the growers. It follows that increased freight rates aggra- 
vate the competitive position of the Maritime producer 
and tend to restrict his marketing area. Even a super- 
ficisl analysis of the’ industry will suffice to indicate 
that it is highly competitive and marginal, and that under 
the buoyant economic conditions that exist today the main- 
tenance of a liquid position has at times been fraught 
Mien AGiifticulities’. Increases in rates, when necessary 
and justifiable, must therefore be kept at the very minimum 


if the Maritime potato industry is not to be prejudiced. 


(Page 3725 follows) 


(173) Based on dealer inquiry. 
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yer he Mr. Matheson 
THE WITNESS: 
Coal Industry 
In all general revenue cases in Canada, increases 
authorized or prescribed by the Board of Transport Com- 
mMessitoners Nave been subject to exceptions | limiting ‘the 
amount of the increases on coal and coke. The location 
of the coal resources of Canada at the extremities of 
hme country, he apphication of subventions to facilitate 
Ge trarfric movement, cand (the necessity of Goal to the 
economy of thescountry dictate that the: policy of 
tamiting rate increases on coal must be continued. in. the 
public interest. 
The number of joint through rates on;coal between 
Bvations on ‘connecting carriers in the Maritimes) is limited. 
Most of the interline movement of coal is based on rate 
combinations over inter-change points. ieee dan athe 
interest of the industry and. consumers that joint through 
rates on coal be established from coal originating points 
ho destinations on the lines of the principal carricrs 
subject to the Board's sts! 
| THES CHIATRMAN: PeQa «That 18 notuei ven peta tc? 
A. That is in the footnote, Mr. Chairman. 
Q. E.see, yes. 
A. That was done in the Western Rates Case, 31-32 
OS A he Bea 
The locational pattern of the various mines in 
the Minto, N.B., coal area on the railways :serving the 


territory gives rise to differences in transportation costs 


and grievances of long standing. Rate differences 
(175) The Board of Railway Commissioners prescribed 


joint through rates on coal in Western Canada 
which were 20 cents per ton over the single 
line factors. Western Rate Case, 17 C.R.C. 123. 
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between some of the mines range as high as 36 cents per 
net-ton depending upon the destination of the traffic. 

it 38 obvious that the existence of such differences in 
transportation charges from mines in a district producing 
coal of practically the same kind is undesirable, and 
Mocoubptediy has a depressing effect on the price of the 
eget in the whole district. 

The lone spur of the C.°N. HK. waien tans tne 
northern part of the Minto Coal field from Hardwood Ridge 
has been of advantage to the Miramichi Lumber Company 
tO The extent that their costs are lower than those of the 
operators compelled to use the C.P.R. on "for furtherance" 
Dearie to C. N. R. destinations via-Chipman, This was 
Peottic £Oing, let us. say, to Chipman, NB, 30 be moved 
by the Canadian National Railways. This spur was built 
in 1924 pursuant to an agreement between the Minto Coal 


Company and the Canadian National Railways, 


Wherein it was provided to the effect that the railway 
would construct a spur from its main line at Hardwood 
Ridge to the premises of the then Minto Coal Company, 
maintain the spur in good running condition and supply the 
Company with a van and locomotive engine in good running 
condition and repair. The Coal Company, on the other 
hand, agreed to connect its tracks with the spur, pay 

for the operation of the locomotive, supply the necessary 
crew, handle all cars of coal and empties, including those 
of other operators who wish to use the connection at terms 
determined between the Minto Coal Company (predecessors 

to the Miramichi Lumber Company) and the other operators, 


Supply the C. N. R. with coal under such terms as 
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Stipulated in the agreement, etc. This agreement was 


approved by Order in Council P. C. 1444, dated Migust 23, 


1924. The effects of this spur agreement are: 


(a) North Minto mining district relatively 


equalized with Chipman area on coal "for 


furtherance" to Canadian National 


points. 


(b) The- competitive relationship of the South Minto 


and Newcastle Bridge operators destroyed on 


shipments destined to ©. N. Re points. 


The South Minto operators have always considered 


that they have a just grievance because the 


Spur from 


Hardwood Ridge has not been extended to serve their mines. 


The statutory spur agreement, coupled with the 


fact that the Transport Board has no jurisdiction over the 


location of lines of Canadian Government railways, has 


made it impossible to rectify the situation 
vo the Board of Transport Commissioners. 


recommended that the railways be approached 


on complaint 


It is therefore 


to work out 


arrangements either to complete the C.N.R. branch line 


from Hardwood Ridge to Minto, or to provide 
to the C.N.R. between Chinman and Minto, or 
any other measure which will satisfactorily 
the present differences subject to whatever 
might be necescary to that end. 
Livestock Production 

The Foed Grain Freight Assistance 
the Dominion Government has paid almost all 


freight on feed grains from Port Arthur and 


running rights 
to implement 
equalize 


assistance 


Policy, whercby 
the pals 


Fort William 


to destinations in eastern Canada, has been of tremendous 


benefit to the Mritime Provinces. The existing basis 


Of assistance is $5.50 per ton of 2,000 lbs. 
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within the Montreal rate zone, plus the remainder of the 

carload rate beyond the Montreal zone -- the assistance 

to Saint John, N. B. presently amounts to $9.50 per net 

Pome one co WHalifexs, “Nis. and Charlottetown, Pb... 
(175) 

BLO, 30. 

An assistance arrangement, with the object of 
the increased production of livestock and poultry to 
meet wartime demands, was first implemented in October, 
1941, pursuant to strong representations from interested 
Provincial Governments for some freight assistance plan 
to facilitate the movement of feed grains to encourage 
livestock and poultry production. Incidentally, this 
feed grain assistance policy also applies to all of 
Rastern Canada, not just to the Maritimes. ico inedudes 
Newfoundland, Ontario, Quebec and British Columbia. 

The continuance of the Feed Grain Freight 
Assistance Policy has been strongly advocated by Provincial 
Agricultural Departments in the Maritimes in order to 
progress their agricultural programs. 

Forest Industry 

While the Maritime forest industry is basically 
dependent upon export markets it is incumbent that the 
rates on lumber and other forest products be kept as low 
as possible to enable access to the highly competitive 


markets of the Central Provinces. 


fesy O/C ©.C. 1515, Apri 8; “194s. (Assistance plan 


on feed grains also includes shipments from western 
Canada to B.C. points). See Appendices 13, for 
payments under Feed Grain Assistance Plan on ship- 
ments to the Maritimes since its inception in 
October, 1941. Also note Appendix 62 setting out 
rates on grain and grain products. 
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This reference, ihm connection with lumber, is 
more or less in line with the proposal that -- when it 
comes to horizontal percentage freight rate increases -- 
basic commodities should be held down to a limitation, 

MR, SINCLAIR: Q. Are you going to answer 
questions on the lumber industry, Mr, Matheson? 

A. Mr, John Bigelow, secretary of the Maritime 
Lumber Bureau, will be in attendance for that purpose. 
Manufacturing 

While uniform percentage increases are generally 
more burdensome and restrictive on basic and primary 
commodities dependent on long transportation hauls, they 
also have worsened the competitive position of those 
Maritime industries which require the markets of all 
Canada instead of the limited markets of the Maritimes 
themselves. Rate-wise the position of most manufacturing 
plants in the Maritimes has been aggravated vis-a-vis 
their competitors located nearer materials of production 
and the larger markets. The impact on some has been 
greater than others. Then again, when economic conditions 
are buoyant and there exist seller's markets the impact 
of rate increases, in some instances, is not so evident. 
The effects of the increases on two important plants in 
the Maritimes are revealed in the statements of the Enamel 
and Heating Products Limited, of Sackville, N. B., and 
Amherst, N. S., and the Enterprise Foundry Co. Ltd., also 
Meeeackviile, N. B., viz.: 

ENAMEL & HEATING PRODUCTS LIMITED 

"For many years past the larger Maritime 

Industries who have had to depend on Central and 

Western Canada markets for their existence have found 


it difficult to compete with the Central Canadian 
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industries ‘due to the fact that practically all 

of the raw materials have to be brought into the 
Maritimes from Central Canada thereby increasing the 
cost of comparable competitive products sold in 

these Central and Western Markets. 

Up until-a few years ago, this additional 
operating cost was offset by the fact that in the 
Maritime Provinces our labour rates were somewhat 
below those of our Central Canadian Competitors but 
during the War, we have lost the favourable labour 
differential and at the present time the labour rates 
in our own Maritime industry are just as high as they 
are in Central Canada and with the horizontal increase 
of 21% which went into effect last spring, it makes 
our competitive position very much worse and now 
with a further proposed horizontal increase of 20% 
it will make it almost impossible to compete in the 
Central and Western Canadian markets when supply has 
caught up to demand. 

Up until the present time, we have been export- 
ing a large volume of our products to ‘South Africa 
and on such business we, of course, would not be 
at a disadvantage with our Central Canadian com- 
petitors, but on November 5, 1948, the South African 
Government put into effect very rigid import controls 
with the result that as soon as we have squared up 
our present work in process for that country, we 
will not be able to export any of our products to 
South Africa for at least a year, by which time 
it is possible that South Africa will be manufactur- 
ing their own requirements of stoves and our market 


there will be completely lost. 
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It will therefore be necessary for us to 
endeavour to sell in Central and Western Canada that 
portion of our production which we have been selling 
in South Africa and this may be impossible to do in 
view of the additional burden of such greatly 
horizontal increased freight rates. 

To illustrate our unfavourable competitive 
position, Appendix 77 shows total freight paid of 
$71,122.92 in the year ended December 31, 1947, 
on raw materials brought into our Sackville, N.B. 
Stove and Furnace Plant and comparing the same amount 
of materials brought in by a competitor in Carleton 
Place, Ontario, it shows’ that they woulda have paid 
$42,900.68 representing an unfavourable difference 
between the two of $28,222.24. 

Now at the present time with the 21% increase in 
the freight rates, it will increase that unfavourable 
difference to $34,148.91 and should a further 20% 
gneomease go into effect, Tt will make @ furrvher 
unfavourable difference of $6,829.78 and a total of 
$40,978.69. 

Appendix 77 also contains a similar comparison 
for our Amherst, N.S. Cast Iron Sanitary Enamelware 
Plant compared to a competitor situated in Toronto, 
and as you will notice from this statement the total 
unfavourable amount which we have to pay prior to the 
21% increase amounted to $22,766.73 and with the 21% 
increase, it increases this difference to $27,547.74 
and a further 20% increase would mean a totall 
difference of $33,057.29. 


In the same appendix there is indicated tre 
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total increased cost to our Company due to the 
freight increases and as you will notice our total 
freight paid in the year 1947 was $187,834.60 and 
based on the same volume of business the freight 
increases to date will mean an additional burden 
of $45,293.53 to this Company and a further increase 
of 20% would result in a further burden of $39,900.13 
making a total increased burden of $85,193.66 over the 
year 1947 prior to these increases. 

It may be considered that as these freight 
rates become effective trat the additional cost to 
our Company is passed on to the consumer by the 
miereasing of the selling prices of our products but 
we feel at the present time that our prices have 
reached the maximum and that.if we were to increase 
them any further, it would undoubtedly result in 
sales resistance and a gradual recession of business. 

it may be true that the railways needed to 
immereace their freight: rates to offset thelr own 
rising costs of operation but we feel that the 
application of the increase which has been made 
Should not have been applied on a horizontal basis anda 
we hope that these conditions may be rectified." 
(Dated December 18, 1948) 

ENTERPRISE FOUNDRY CO., LTD. 

"Mis whole situation is extremely alarming 
to the Stove Industry. It is not something which 
is just superficial but it has got to the point where 
the situation is so desperate that it comes down to 
the very existence of Industries in the Maritime 


Provinces. 
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The time has passed when increased costs can be 
added on to the selling price. Sales resistance 
today is very much greater than it was a year ago, and 
every month the situation is changing with a strong 
buyers! market developing. The only answer to this 
be reduced costs. This situation has been very 
strongly borne out recently by the increase in 
orders cancelled, very particularly from the Central 
VenodvenaProvinces, but 16 iss noteccnPined py any 
means to that district. 

The disposition of our products is approximately 
410% in the Maritime Provinces and 60% outside, and 
in this outside market, we are invading the home ground 
of the majority of our competitors, who have not only 
the benefit of much lower freight rates, but quick 
delivery, which is a very important factor, par- 
ticularly as business falls off ‘and competition 
gets keener, In addition, our competitors ship 
in their local market, in which we have to compete, 

a large quantity of their goods by truck, and in 
this way obtain an additional preference with their 
eueromers ~as it gives quicker Gellivery. satcr 
delivery and more direct delivery, and in many cases 
at a lower cost. Most dealers prefer truck 
delivery. 

This condition which applies to Central 
Canada in the preceding paragraph, has a growing 
trend in Manitoba and British Columbia, where 
competitive industries are developing and competition 
from these sources at the present time is keen, and 


it is in the majority of cases impossible for us to 
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meet the prices of the locally produced products. 

Another and extremely important factor, is the 
greatly increased cost of our raw material due to 
freight. For instance, our pig irom alone, which 
comes from Sault Ste. Marie, costs us $6.00 per ton 
more than our competitors at a central point in 
Ontario, and this based on an annual consumption of 
2500 tons, is an added burden of $15,000.00 per year. 
This same condition applies to the heavy tonnage of 
steel sheets from Hamilton, Ontario, and in fact to 
the majority of our supplies, which come from 
Montreal and Ontario, as well as Central United States. 

In our opinion, serious consideration -should: be 
given to the economical, geographical and national 
Situation. Canada must be knit together as a unit, 
imeorcer to be strong and cach districu muses 14 
itself be prosperous to have a completely prosperous 
Canada. in the Maritime Provinces, Industry is 
Dadiy needed in order to balance and stabilize our 
economy and to provide that so essential regular 
weekly pay envelope. This situation is so apparent 
that it does not need further developing. 

Already the increased freight rates of 21% 
have placed a great burden on our Industry and the 
Batusetion is such that it causes us very eravs 
eoncern, as the total increase in our freight bill 
is a very substantial sum, and there are no com- 
pensating advantages that we have in the Maritimes 
over our competitors in Central Canada, indeed many 
disadvantages. There seems to be a feeling that 


the additional handicap the Maritimes are struggling 
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under in connection with a much larger freight bill 
they have to foot as compared with the competitors 
in Upper Canada, is offset by lower operating costs 
such as labour, etcetera. This idea is completely 
wrong. 

We feel that this horizontal increase which 
has been made should be climinated and the additional 
revenue for the Railways provided by an increase in 
short hauls and where there is an increase made in 
jong hauls, that 1t be on the basis? of cents per 
hundred pounds, so as to maintain at least the same 
aifferentials which have been in existence for many 
years on both eastbound and westbound traffic. These 
differentials were established as a result of an 
investigation and checking by the Board of Railway 
Commissioners and others, particularly after the 
first war, when a somewhat similar condition arose. 
When the differential was reduced to the figure which 
was in effect prior to the 21% increase in 1948, a 
definite relief was felt by our Industry. From that 
date (that is when the differential which had been 
Busie ap during the first. war was reduced stam pne 
figure which has been in effect for a great number of 
years) we were able to go into Western Canada and 
Gdéevyeiop our business. Définitely the date of the 
start of the development, in a large way, of our 
business in Western Canada, is tied in with the 
Peauerion of the differential. 

if this is..coing to be Increased ezaing 2c es 
going to put us in a very serious position, aa our 


costs will be so greatly increased that we will not 
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be able to compete with other foundries in 

Central Canada, who have such a tremendous advantage 
over us in the very much lower freight bills, both 
on raw materials coming into their plants and on 


the finished goods being shipped out." 
(Dated December 13, 1948). 


The two witnesses for these statements will 
be available for the hearings at Charlottetown. It 


was impossible for them to make the Halifax sittings. 
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THE REGULATION OF RATES UNDER THE RATIWAY ACT 
"Review the Railway Act with respect to such 
matters as guidance to the Board in general 
freignt rate revisions, competitive rates, 
international rates, etc., and recommend such 
amendments therein as may appear to them to 
be advisable." 
(Section 2(b) Order in Council P. C. 6033, 
dated December 29, 1948.) 
In Part One reference has been made, among 
other things, to principles which the Board of Transport 
Commissioners has applied under the Railway Act in respect 
of competitive rates, rate proposals to equalize economic 
and geographical conditions, international and export 
and import ee Since the Railway Act must be 
read in conjunctinn with the Maritime Freight Rates Act 
in connection with part of the Maritime freight rate 
eeructure, the sufficiency or insufficiency of the Railway 
Act under changed conditions is approached principally 
in relation to those matters that might be consistent 
With the Maritime Freight Rates Act, either in its 
present or in an amended form. In this connection 2% 
is to be remembered that Section 7 of the Maritime Freight 
hates Act provides that "the rates specified in the 
tariifs of tolls, in this Act provided for, in respect of 
preferred movements, shall be deemed to be statutory rates, 
not based on any principle of fair return to the railway 


for services rendered in the carriage of traffic. ...'" 


(176) Pages 63-74; 75-81; 88-94; 94-97 of Brief. 
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It is abundantly clear from Part One that 
Confederation created the Intercolonial Railway, and one 
of its basic objects was to enable persons and industries 
in the Maritimes to obtain access to the larger markets 
of the whole of Canada instead of the restricted markets 
Of the Maritimes themselves, and that it is essential 
to the Maritime economy that there exist such a rate 
structure that restrictions on the movement of traffic 
may be avoided. 

As to matters that are not inconsistent with the 
Maritime Freight Rates Act it appears that perhaps a part 
Grothe difficulties in connection with the sweeping 
powers of the Board under the Railway Act is that it is 
Carcunscribed by principles which it has established and 
repeatedly enunciated. Obviously, a departure from such 
principles, if found desirable, would be more easily 
facilitated by clearly expressed terms in the Act. 

1G 26 therefore recommsnded) for consideration 
thats 

(a) Since the Board should not be restricted in 
prescribing rates which it finds are essential 
in the public interest, amendments should be 
made in the Railway Act specifically directing 
the Board in matters pertaining to any rate 
adjustment to give due consideration ee 

1. the conditions which at any time prevail 

in industry, to the end that commodities may 
move freely; 


ae 


(177) Page 81 of Bricf. 
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I am quoting here from Section 15(a) of the Interstate 
Commerce Commission Act. 

2. "the effect of rates on the movement of 
traffic by the carrier or carriers for 
which the rates are prescribed”; 

3. the rate relationships under which 
industries have been established and 
developed; 

4, the incidence of increases in worsening 
regions economically. 

(b) As to competitive rates the Board should exer- 
cise only such broad supervisory powers that 
are necessary to ascertain that the rates are 
no lower than necessary to meet competition, 
and that they are not unjustiy discriminatory 
of -cauce Undue prefercne] Or ore udice, Le 
would appear necessary also that when the 
railways establish rates to meet water com- 
petition they should not be permitted to 
increase such rates unless it is established 
that such proposed increases are justified on 
conditions other than the climination of water 
competition. 

I would direct your attention to the fact that that is 
contained directly in Section 4 of the Interstate Commerce 
Act. This is a paraphrasing of 17. 

(c) Such arrangements be effected as will create 
an effective medium for handling international 
freight rate problems, or facilitate a greater 
liaison in such matters between the Board of 
Transport Commissioners and the Interstate 


Commerce Commission. 
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(dq) In the event of any declaration of national 
policy on transportation in Canada the provisos 
pertaining to the encouragement of Canadian 
traffic via Canadian ports as contained in 
various es) incorporeved in any such 
declaravion. 

Canada's economic structure and transportation 
atuation dictate that it would not be practical to enact 
in this country any rigid formula or rule of rate-making 
for the determination of rates in general revenue cases. 
The powers of the Board of Transport Commissioners should 
be sufficiently broad and flexible to enable it to 
determine and prescribe just and reasonable rates, keeping 
Peemind all factors pertinent to the development of 
Canada as a whole, including the effects of rate adjust- 
ments on the movement of traffic, the lowest cost con- 
sistent with the furnishing of an efficient transportation 
eervice, obligations inherent in the construetion of the 
Mivercolonial Railway, the difficulties incidental to 
manipulating a rate level to attempt to assure carriers 
prosperity when economic conditions, regional or national, 
and the existence of alternative transportation agencies 
make an equitable imposition of high rates impossible, 
and the importance of maintaining low rates in the USGrL 
economy" of Canada on long distance traffic, particularly 
in the case of basic and primary commodities including 


foodstuffs. 


(I78) See Reference 19, page 15 of Brief. 
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THE CAPITAL STRUCTURE OF THE CANADIAN NATIONAL RAILWAYS 
"Review the capital structure of the Canadian 

National Railway Company and report on the 

advisability, (or otherwise), of establishing 

and maintaining the fixed charges of that 

Company on a basis comparable to other major 

railways in North America," 

(Section 2(c) Order in Council P. C. 6033, 

dated December 29, 1948.) 

The proposals to reduce the fixed charges of 
the Canadian National Railways prompts the question - 
Wietw is the principal objective in such an adjustment? 
The answer given by Mr. R. C. Vaughan, President of the 
Canadian National Railways, in a prepared statement before 
the House of Commons “tanding Committee on Railways and 
Cenais on May 14th, 1946, was in part as follows: 

"We do not know to what level traffic volume 
will decline from its wartime level but we are 
concerned at the prospect of a substantial decline 
and at the same time to be confronted with these 
large additional operating charges. We also 
foresee increased bus and truck competition, and 
deepening of the St. Lawrence waterway, and in- 
creased air transportation. I am trying to put 
the Canadian Netional Railways on a sound basis, 
we want to show a satisfactory financial statement 
and we do not want to feel that we are a burden on 
the Government. We do not want the ‘railway problem' 


to reappear. The Canadian National Railways is 
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operating: efficiently but it may very easily be 
made to appear a failure because it cannot achieve 
the impossible. In that event the effect on the 
railway organization itself will be one of dis- 
couragement. Moreover the comparison between 
state ownership and private enterprise is involved. 
State ownership should not be so handicapped as to 
preclude the possibility of a proper comparison 
with railways under private ownership." (179) 

If reasonable reductions in the fixed charges 
assessed against the Canadian National System would be 
conducive to greater incentive and encouragement in the 
enterprise, it would appear advisable that the necessary 
Revisions: should be effected to that end. However, it 
would not be acceptable to establish the Canadian National 
Railways as a yardstick for general freight rate re- 
Visions by a mere reduction in the fixed charges assessed 
against the railway operation. Before the National system 
should be adopted for that purpose a complete study of its 
Capital structure would be required, with proper and 
reasonable allowances for railroads constructed or absorbed 
because of broad national policies, and the capitalization 
and losses of railroads acquired by the National system 
because of their financial stringency. 

(179) Minutes of Proceedings, Sessional Committee on 


Railways and Shipping, Volume 1, page 22 
(May 14, 1946.) 
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IN THE MATTER OF THE PRESENT DAY ACCOUNTING METHODS 
AND STATISTICAL PROCEDURES 


"Review the present-day accounting methods and 
statistical procedure of railways in Canada, and 
report upon the advisability of adopting, (or 
otherwise), measures conducive to uniformity in 
such matters, and upon other related problems 
such as depreciation accounting, the segregation 
Of aSSets, revenues and other income, e€tc., as 
between railway and non-railway items." 

(Section 2(d) Order in Council >. C. 6033, dated 
December 29, 1948.) 

Pursuant to Section 384 of the Railway Act, 
together with Sections 2(b), 25, 26, 27 and 35 of the 
Statistics Act as amended June 30th, 1948, and by 
regulations dated December 24, 1948, conforming to 
Secei0ns ( and 32 of the Statistics Act, there are 
required statistical returns relevant to operations, 
@esets and liabilities, capitalization, etce., from any 
person engaged in the business of transporting persons, 
goods, wares, or merchandise by land, water, or air, in- 
cluding express companies to the extent provided in the 
respective Acts. While Section 384 of the Railway Act 
does not refer to the form of the returns the Statistics 
Act expressly stipulates that the annual and monthly 
returns must be in such form "as may be prescribed. * 
There has been developed since the aforesaid Acts have 
been in effect a tremendous volume of statistical data 
respecting transportation companies and their operations. 


The marshalling of data has been facilitated through close 
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cooperation and coordination between interested 
government agencies and the carriers, particularly as 
to reporting forms. 

The Board of Transport Commissioners is of the 
opinion that “under Section 384 of the Railway 4ct it does 
not have the power to prescribe the forms of any and all 
accounts, records and memoranda, or the classes of 
property for which depreciation charges may properly be 
included under operating expenses and the rate or rates 
to be charged eur 

MR. BRAWLEY: Q. Apparently that is just 
part of your letter? 

A. inet 28 right. 
Q. I suggest that the complete letter be filed. 
Phemicenm curn Cut to be of some value to: us, 

THE CHAIRMAN: Q. Is that the letter you read 
a while ago? 

A. No. This isa Letter ip received Tromune 


Board of Transport Commissioners, with respect to their 


interpretation. 
Q. There is no reason why we should not have it. 
Ae Very well, sir. i shall have copsesnor ic 
typed. 


NB, COVERT: That had better be fiiedeac 
Exhibit 49. 

THE WITNESS: Exhibit 49 will be copy of a 
letter from The Secretary of the Board of Transport 


Commissioners dated April 25, 1949, in reply to an inquiry 


_ 


(180) Letter from Secretary, Board of Transport 
Commissioners, dated April 25, 1949. 


bedi es ot St 


a UG me * ie 7) 
ear reer, Boat Fi He Se Lue 
5. ee Oe SS 
‘ 
| 
eae ey oes a a 
Oe - ian Pe int pe Gay Ae 1 i 


cama 
A 


ue diteemewe Gao mene ee await 8h 


a i cae oes : 
a4 iy, oe ee ‘ mort Gre bivead Ew persis 
aa ong wrote Ao bradoowiies. deeche ror _iseaotd’ 
; nuteme pabteseno sonia Pagnrtock 
ye Ege ary a 
; en 4 4c |e diz. Do HT SHD. od ‘oF 
; ees vA aor seas oe » Fa 


re FtSL NOY FO SIH y 


* ‘Ye A 


¥ x od O¢ Ro eins angi 3 
Ay J i MAE AD: BERT aul ial 
| rogn olin a 
rut eat Shi oalnlt io hilo 
iis ot rand Yapgdaeye tt — 
nots se sdonqved it 
: Ae 
: i: Luone me obs ut Ga St, Beteil is. +8 a 
“1 ‘tte @itewsgtey | aam 


 TARVOD, GAs 


| Pt rew oe thas econ a 
inbqenst’r to Wicd ait Ae ee oT NET perry 


a ST Mr. Matheson 


of mine as to the extent of the compliance with 
Section 384 of the Railway Act. 
MR. O'DONNELL: We had better have the letter 
asking for the information, as well. 
THE CHAIRMAN: They can be put in together. 
THE WLITNHES: Yes, Mr. Chairman; 2 wil} have 
them put in together. 
EXHIBIT NO. 49 -- Filed by Mr, Matheson, 
Letter to the Board of 
Transport Commissioners and 
reply dated April 25, 1949. 
THE WITNESS: Nor does it Rees tine the 
Statistics Act bestows any such power on the Dominion 
Bureau of Statistics, although no doubt uniformity in 
reporting forms has influenced some uniformity in 
accounting methods and procedures, 
Uniform accounting regulations for railways 
in Canada was recommended in the Auditor's Report of the 
Canadian National Railways for the year Lrotnaetae Part of 
that report reads as follows: 
"Viewed strictly from an operation standpoint, the 
published accounts of the two railways (C.N.Rys. and 
the C.P.R. Co.) have not been subject to proper 
comparison because of:- 
(3s) Difference in the accounting bases as between 
Operating, Income, Surplus and Reserve Accounts 
and as between the 'Consolidated' and '!Parent 


Company' presentation, and 


(I8l) See pages 134 and 135, Volume 3, of the Minutes 
of Proceedings, House of Commons Committee on 
Railways and Shipping, dated October 25, 1945. 
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(o) Disparity in traffic density over the peace- 
time years, due.largely to the difference in 
purposes of original construction and. ex- 
tension of a considerable portion of the two 
propertics. 

We therefore recommend to Parliament the establish- 

ment, as carly as. practicable in the post-war period, 

of uniform accounting regulations for Canadian rail- 
ways under the statutory authority of the Dominion. 

The recommendation is primarily that, after providing 

Yor any special requirements inherent in the ancillary 

Operations of Canadian railways, these regulations 

governing the published accounts should follow the 

broad bases of the Interstate Commerce Commission 
elassification for the United States railways in 
respect of the accounting allocations to Total 

Operating Revenues, Total Operating Expenses 

(suggested to include Depreciation of all Equipment 

and..the larger units only of Depreciable Fixed 

Properties), Net Income, Surplus and the General 

Balance Sheet Accounts including specific provisions 

Covering the utilization, of Reserves. Whilst the 

adoption of the broad bases of the Interstate 

Commerce Commission classification is recommended 

because of international operations, it is in 

regard to the voluminous details involved in 

some of the orders affecting the railways of the 

United States that we see the desirability of the 

proposed Canadian regulations different in policy by 

Simplifying the methods of accounting distribution 

at the source and by the avoidance of a certain 


amount of clerical expense. 
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It is furtherrecommended that the regulations require 
the published Income Accounts to show the two prin- 
cipal traffic density factors of freight tonnage and 
passenger volume per mile of road operated." (Part 
underlined inserted.) 

The importance of effective accounting control 
of public utilities cannot be over-emphasized. Unless 
accounting systems are prescribed by competent authority 
questions are certain to arise and doubts develop --as 
in the recent general revenue cases -- in connection with 
the propriety of accounts and methods. 

¥U°is therefore recommended that) tere be 
enacted such legislation as might be required to establish 
mivcorm accounting regulation for Canadian railways under 
the statutory authority of the Dominion, and to that end 
the requirements of Section 20 of the U. S. Interstate 
Commerce Act be considered for application in Canada in 
such form, and in such manner as would be appropriate 
for Canadian railways. iG is’ also recommended for con-— 
sideration that authority be granted the Board of Transport 
Commissioners to prescribe rules for segregating common 
expenses between freight and other transport services, 
for example, between freight and passenger, based on such 
units which are most adaptable for measuring each class 
of expense. Moreover, it is desirous that provision 
be made for making available to interested persons all 
Studies and reports pertaining to transportation prepared 
from time to time by departments of the Board of Transport 
Commissioners, or other Dominion agencies, that are in 
the public interest. In this connection, the releases 


of departments of the Interstate Commerce Commission 
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might be considered as a guide. 

For example, Mr. Chairman, there is issued 
such material, containing a considerable amount of data, 
known as "Monthly Comments on Transportation Statistics." 
fiers 18 a novc in connection with some of this 
information: "This information has not been considered 
or adopted by the Interstate Commerce Commission. Unless 
otherwise noted, the data herein given is based on reports 
of carriers, to the Commission.” There is a wealth of 


very valuable information that is available in that 


Peoort, 
MR. O'DONNELL: Q. It is not an official 
communication? 
A. It is not looked upon as that. I want to 


declare and read that particular aspect in, Mr. O'Donnell, 


in connection withthat particular report. 
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THE CANADIAN NATIONAL-CANADIAN PACIFIC ACT 1933 
"Review and report on the results achieved under 
the Canadian National-Canadian Pacific Act, 1933, 
and amendments thereto, making such recommendations 

as the present situation warrants." 
(Section 2(e) Order in Council >.C. 6033, dated 
December 29, 1948.) 

The Board of Transport Commissioners has stated 
that "The Canadian National-Canadian Pacific Act does not 
confer upon the Board any duty or authority to require 
the railway to study and undertake co-operative measures 
with a view to . effecting economies, or to review 
and investigate what measures they have taken, or might 
have taken under such fees 

Even under the Railway Act it may be question- 
able if the Board, in prescribing just and reasonable 
rates in general revenue cases, has the authority to 
consider possible economies that might be effected by 
the railways, cooperatively or otherwise, to improve their 
net revenue position apart from rate increases. si gVew ats: 
is no question as to the powers of the Interstate Commerce 
Commission in that regard as it has repeatedly admonished 
United States railroads against the futility of rate 
adjustments to meet current problems. For example, in 
Ex Parte Case 115 Emergency Freight Charges 1935, 219 


I.C.C. 565, the Commission said at page 573 - 


fees) RXNVIIT J.0.R. &R., No. 1-A., page 40. 


( Page 3755 follows |) 
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"It is of the utmost importance also to bear in 
mind that rate adjustments are only one of the 
possible means of bringing about enhancement 

of net revenue, 15% Case 1931, 178 I.C.C. 584; 
General ‘Rave Level Investigation 1933, ° 195 

PaC Gye. Wein the interest of brevity 

we omit quotations from extended statements 
pOrOUrtprior reports. concerning the necessity of 
elimination of competitive waste and a greater 


degree of cooperation between carriers." 


COMMISSIONER INNIS: Q. Does the power of the 
feo... £o much beyond admonition? 
Pee believe 1t does, Dr. Innis: “in tives particular 
case I think that they can take into consideration what 


Bieerariways Mave done in the direction of co-operation. 


MR. SINCLAIR: Where do you find that, Mr. 
Matheson? 

MR SO 'DONNELG: orThei Yr jurisdicvien is quive 
different from that of the Board of Transport Commissioners. 

The WeINess: Oh} yes; "quive Girrerents ic 2s 
more extensive. 

THE CHAIRMAN: Q. They admonish the railways 
that they must first do all that they can, not only by 
co-operation, to bring about enhancement of net revenue; 
Pua, 18 right, isn't? 

A men. That is a -direce quote. 

2. Not only co-operation? 

A. NOt only co-operation; it is elimination of 
competitive waste and -- 


COMMISSIONER INNIS: Q. I was wondering how 
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far they actually went in investigating the extent to 
which the railways eliminated waste, or whether it 
was just more of an admonition. 
weet jus escaped me, Dr. Innis. There 1s an 
aspect to that that came to my Bevention when I was 
drafting this, and I think perhaps they have a little 
greater power to go into this matter than the word 
"admonish" would indicate. 
pepo oul youstiand that _ouv torus? 
Pa we Wa tivcheck on this and lec you know. 
MR. 0! DONNELL: Our set-up, bricrliy, as. 1 
understand it, is that Parliament itself has reserved 
the right to look into these co-operative measures, and 
Pectieyeor a. report. must be made under the €.N--C.P. Act 
Cirecviy to Parliament. The Board, therefore had no 
purrsdiction to go into,these matters. Parliament has 
control of that -- 
THE CHAIRMAN: You are speaking now exclusively 
to the question of co-operation between the two railways: 
MR. O'DONNELL: Yes -- the C.N.-C.P. Act. 
THE CHAIRMAN: It is in the power of the United 
Dbeaves Board to see to it that the railroads do all 
they can themselves, not only by co-operation -- that is 
only one of the means -- but by all other means too, 
to enhance their net revenue. 
Miwa DONNE LL: Thatpeie wri chni. In ne L2Cul. 
Set-up there is a different jurisdiction accorded 
to it than there is to our Board of Transport Commissioners. 
moe 1.6.C., as L understand it, on an application is 
entitled to look into those things, whereas in Canada 


Parliament reserves its right to do that itself each year, 
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enc unger the C.N.-C.P. Act 4 report is made annually 
Go rarliament . 

THE CHAIRMAN: You are speaking of Parliament 
reserving @ right in connection with the Canadian 
National Railways. 

MR. O'DONNELL: And the Canadian Pacific too. 
The €o-operation Act -- 

THE CHAIRMAN: Yes, I am fully acquainted with 
meme Operation of the Co-operation Act, but LT say thet 
outside of co-operation there may be other means 
whereby each railroad can better its condition in 
respect of revenue without seeking an increase in rates. 
woussce what I mean. 

MR. O'DONNELL: I think they do that. 

THE CHATRMAN: That is what we were diccussing, 
and the point is, how far can the United States Board 
go, not only in admonishing railroads -- 

MR. O'DONNELL: We can easily get the section 
of the statute and have it available; but there is a 
distinct difference 

THE WITNESS: I will check that up +as weld; 

I am positive I can get something on that. 
Wie CHALRMAN? Ald wight, <o ong dir wiMecheson: 
THE WITNESS: 
Any doubt as to the authority of the Board of 
Transport Commissioners under existing law to give 
consideration to possible economies from cooperation 
Of railroads in general revenue cases should be 
resolved once and for all by bestowing upon the 
Board the necessary powers to make such allowances as 


mignt be reasonable when it finds that in the public 
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interest cooperation and other measures could effect 
certain economies. 
od Na ee Syria 


TRANSPORTATION LEGISLATION AND OTHER FEATURES 
OF THE RAILWAY ACT UNDER CHANGED CONDITIONS 


"Report upon any feature of the Railwa 
Act, (or railway legislation generally 
that might advantageously be revised or . 
amended in view of present-day conditions." 


(Section 2(f) Ordér in Couneil P20.) 6033, 
dated December 29, 1948.) 


Since amendments in the Railway Act, the Maritime 
Preijght Rates Act, and other statutes have already 
been recommended in connection with the presentation 
oat various aspects of the Maritime transportation pro- 
blem, there only remains for this Section such other 
amendments and general proposals which appear necessary 
in the light of changing conditions. A major objective 
Seer vie tuLure must be Che maintenance of -a7 low devel 
of rates and fares in the transport industry in order 
that restrictions in the movement of long distance 
traffic may be minimized. The railway is peculiarly 
edapved to the carriage of goods in large quantities 
Over considerable distances, and its future lies in its 
continuance in that field. Meanwhile, its retention of 
merchandise business depends upon the successful 
development of various methods of coordination. 

peere 1S a limit to frelehy rate increases in 
meeting the revenue requirements of the railroads, and 
this is particularly so in Canada with its strip-like 
economy. On this theme, the Interstate Commerce 
Commission stated in its annual report for 1948 as 


follows: 
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"For a number of reasons, the railroads in their 
own interests must not rely or expect us to rely 
solely on what their cost sheets show. Rate 
increases may be carried to the point where they 
are largely self-defeating. Viewed from a 
broader standpoint, continuing and large advances 
in rates work changes in the national economy 
which, on the whole, should be avoided where 
possible. Whether transportation is cheap 
Or dear lin Terms of ‘other prices , nemiionuror 
goods into our characteristically national 
markets and the economies flowing therefrom will 
be checked; As we said in our last annual 
report: 
Decentralization or relocation of andustries, 
ands to anrextent of *populationjiune use: of 
substitutes, recourse to foreign markets, 
andr diminution of tonnage ‘or itrave Wand of 
revenue therefrom, are consequences when 
the price of transportation is forced upwards 
by costs: to 4 levebrwhicm ther trakkronwi! 
ROT wear. 
While not unmindful of the many efforts which 
railroads individually and to some extent 
collectively are making to increase the 
efficiency of particular operations, and while 
appreciative of the fact that most railroads 
face difficulties in securing outside funds with 
which to effect cost-reducing fixed improvements, 
we are of the view that much more must be done 


to increase the efficiency and reduce the costs 
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"of railroad operations." 

The achievement of the most economical transport 
system is complicated by the necessity of dealing with 
many factors, all more or less in a state of flux. 

It is patent, however, that the various modes of 
transport must be coordinated, maximum efficiency 
attained in the organization and operation of each 
enterprise involved, and new media and methods 
meeroouced as rapidly as is consistent with the 
main object of over-all economy. In the meantime, 
traffic must be encouraged by rate and service 
Structures to flow by the most economical means or 
combination of means available at any stage of 
progress. 

Because of the formidable and-diverse problems in 
transportation which have existed, and certainly 
can be expected in the future, and since transportation 
is intimately geared to the workings of the whole 
Canadian economy, the creation of a national transporta-~ 
tion agency would appear essential for the purpose of 
coordinating not only Dominion transportation activities, 
but also in cooperating with Provincial Governments 
in respect of transport services under their jurisdiction. 
Such an agency would operate independently of the Board 
of Transport Commissioners and the Air Transport Board, 
which would retain their quasi-judicial activities. 

Its primary function would include the promotion 
of intra- and inter-agency relationships, and the 
undertaking of studies directed to the realization 
of an adequate and efficient transportation system 


for the wide, equal and complete development of 
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Canada as a whole. 

Then there are other aspects, such as to 
make a continuous study of the transportation problem, 
to keep the Government advised about the progress and 
problems in transportation, to conduct various kinds 
of research, and perhaps follow up and make studies 
that might be in dispute as between the railroads 
as to burden and benefit in connection with co-operation, 
end so on. 

THE CHAIRMAN: Q. All that would be implied, 
would it not, in "studies directed to the realization 
of an adequate and efficient transportation system,". 
and so on. 

Pee Chae SuCOPRreCt Sir: 
Such an agency would form also the nucleus 


tor sone concrol AC eoordination of transport in the 
163 
eyent of war. 


The report referred to in footnote 183 is 
a secret report; it is now in the library of the 
Department of Trade and Commerce, and I think there 
are some aspects there about co-ordination in war time 
eonditions which might be of interest to the Commission. 
COMMISSIONER INNIS: Q. Is it still secret? 
mo webl, 1 think it would be availabie..) There sis 
Some information that we received from Australia and 


England during the war. 


rc ee 


(183) See Report "A Conspectus on the Impacts and 


E*fects of Wartime Economy and Conditions 


i 


on Island Transportation in Canada." (Library 


Dept. of Trade and Commerce) . 
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Other proposals and recommendations are:- 


(a) 


Section 3, s.s. 2(b) of the Maritime Freight 
Rates Act should be amended since the judgment 

in the 21% Case makes it clear that the words 
"while the cost of railway operation in 

Canada remains approximately the same as 

at the said date" are indefinite and 
consequently capable of various interpretations 
and applications. It is evident that the 
masenction Of -bhat particularyparteotescction 3, 
Sesane tb) is*that tollguor tariets: suthorized 
byethe Maritime Freight Rates Acuuesvor, July Ist; 
1927, may be increased or decreased in consonance 
with general freight rate changes authorized by 
the Board of Transport Commissioners for 
application throughout Canada but always 
maintaining the "discrimination between" as 
provided= by» the Act. 


An amendment to the Maritime Freight Rates 


Act should be made in compliance with the 
recommendation of the Duff Commission which reads 
in part as follows: 

"The Maritime Freight Rates Act should be 

applied to the Canadian National Railways 

in a similar manner to that of other 

railways within the territory described 

in the Act, and that steps should be 

taken to provide for the inclusion of 

Canadian National Eastern Lines 


operating accounts as part of the System 
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accounts, so that the Canadian National 
Income Deficit shall be all-inclusive." (184) 
THE CHAIRMAN: Q. Was anything done under 
that recommendation? 
A. No, Mr. Chairman -- well, I would not say 
no exactly. What has taken place is that during 
the last three or four years the Eastern Line accounts 
have not been published in the annual report of the 
Department of Transport, but I have been informed when 
I made requests for particular breakdowns for my 
own information that they would be available at any time. 
During the war the Canadian National Railways found it 
Soave citficult, with the shortage of stafr end so on, 
Gorsconvinue that particular breakdown, and it is not 
published in the last three or four reports, 
Meleronember correctly. 

(c) A provision should be added to the Maritime 
Freight Rates Act treating through traffic bet- 
weem Digby, N.S., and saline onn Neb... os 
eitiered | Crari ic. 

tain the. event of a finding of umiver.dis— 
crimination or undue preference under the 
Railway Act 1t, should not be deny ce the 
lot of the carrier to remove the condition by 
any one of three alternative methods it might 
select, that is, by increasing the lower rate 
to the level of the higher rate, by reducing 

(184) See page 18 of the Duff Commission Report. 


The inclusion of the Newfoundland Railway as part of 


the Eastern Lines supports the Duff Commission's 


recommendation. 
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the higher rate to the level of the lower rate, 
or by adjusting both rates on another 
common level. It should be clearly indicated 
in the Railway Act that when a rate is found 
to be unjustly discriminatory, the Board 
be authorized and empowered to determine 
and prescribe the exact rate to be charged 
185) 
in such case. 


ew 26the situation that optains 17 pe 


case of the Interstate Commerce Act to-day. 


(e) A reparation section should be provided 
in the Railway Act whereby a railway will be 
made liable to the person or persons injured 
by unreasonable and unjustly discriminatory 
rates for the full amount of damages 
sustained in consequence of rates so found 
tovwbe win violation of the Act; pesed on such 


period or traffic movements which the Board 


(185) Prior to the Amendments made in the United 
peates by the Transportation Act 1920, orders 
requiring the removal of unjust discrimination or 
undue preferences have usually afforded to the carr- 
iers the choice of three alternative modes of com- 
pliance. The Interstate Commerce Act now in force 
empowers the Commission to prescribe or fix the rate 
(see 59 I.C.C. 669). In the Malagagh Salt C>se the 
inference is left that the prerogative to remove 
unjust discrimination is that of the carriers - 
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(186) 


may deem reasonable. 
(f) Section 312 of the Railway Act should be 
amended to confer upon the Board jurisdiction 
over facilities incidental to express eee 
(¢) Provisions should be made in the Act confer- 
ring upon the Board power to suspend changes in 
raves, cither upon complaint-or it¢6,own 
motion, for at least three months or such 
longer period as may be deemed necessary, 
and it would also be stipulated that in 
suspension cases the burden of proof should 
PeSteupoOn. the. carriers. 
i want to point out that as it reads that is 
a little ambiguous. The Board of Transport Commissioners 
at the present time has the powers of suspension under 
section 325 and under the Board's order No. 146 of 
me (con day.of July, 1915, and also. Order Now 1997 of 
November 19, 1906, and here is the regulation as it reads 
in 146 -- and of course there is a further reference 
Perording suspension in tariff circular number 2, described 


by General Order of the Board 669, dated December 21, 1944, 


(186) The Board has repeatedly found that it has no power 
to order any refund. "It can only declare what the © 
lawful rate was or should have been, and the parties 
are left to whatever redress they may be entitled 
to consequent upon that declaration." - 

Peek. O.5 3°7 @ p. 333. See aiso x1 J,0.R abe, 


be 209-299: X11 3.0.R. & R., p. 228-231; XEXV1 
P-0.R. & R., p. 205-209. 
(187) See X J.0.R. & R., p. 29 respecting jurisdiction 


of Board in resprect of express matters. 


a a, OS eri ce be es aS i Sete med. seed enim oF 
aft sary exeiues we aa g6 aS Te ab oe sohye ab 


ay ea Rs ~rined 


Rah i “ 7 eae A 


Pastis sy 2s ah ; 
piss os Beem EG Se cam ae oe ey is ‘t vate | ax ese re 
we 


4 


- 3766 - Mr. Matheson 


effective May 1, 1945: 

"That except of its own motion, or on special 
grounds advanced, the Board will not ordinarily 
suspend or postpone the effective date of any 
schedule, or any particular rate; rule on regulation 
shown wiercin, or any cancellationsnopices, sinless an 

application for suspension or postponement 
is received by the Board at least fourteen days 
before the date when the said schedule or notice 
is published to become effective; the application 
GO Stace the G.R.C. number of the nterifeg( ih the 
supplement or notice, its number also), whether 
the entire schedule or a part thereof is complained 
against, and the anticipated effect of the new 
Duplication in sufficient detail to .justaty its 
suspension or postponement." 

There has always been a question in connection 
with applications of suspension that I have had to 
handle as to whether or not the onus was on the 
Shipper or the burden of proof was on the shipper, 
predicated on what my good friends the lawyers would 
claim, that he who complains must prove, and for 
that reason I think that should be: resolved once 
end tor ali by a clear stipulation. Then in 
regard to the period of time, I might saythat this 
corresponds somewhat to what they have in effect 
in the United States. Down there they have what is 
known as I. and S. dockets in connection with suspension 
matters. 


(h) Cartage service, whether performed by a 
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railway or an agent, incidental to 
rail shipments should be deemed a rail service 
under the Railway Act. 

(i) The statutory rates on grain and grain products 
as provided by Section 325(5) of the Railway 
Act, should be maintained. These rates have 
undoubtedly proven of tremendous value not 
only to the West but also to ail of Canada. 

In the West, they have been of tremendous value 
Mc ounectlon With Teed grains . 
As to proposals to recompense the railways 
for vthe difrerence between the Crow's Nest 
rate and the rate which otherwise would obtain 
based on the grain rates that existed in 1922 
(in the same manner as reimbursements are made 
under the Maritime Freight Rates Act) it is 
believed that a determination should first be 
made as bo what the normal rate would pe after 
taking into consideration the density of the 
Pras traitic, train Load movemenrs. per car 
revenues, the incidence of Crow's Nest rates 
in relation to the Western rate structure and 
other factors. LES DUrsUent, 20, er cererun 
study it should appear that the Crow's Nest 
rates on grain and grain products are 
relatively non-compensatory it would seem fair 


and reasonable that the railways should be 
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(188) 


reimbursed for any deficiencies. 

THE CHAIRMAN: Q. You speak there of proposals 
to recompense the railways for the difference between 
the Crow's Nest rate and the rate which otherwise would 
obtain, and so on; what proposals have you in mind there? 

A. The Canadian Manufacturers! Association and 

the Canadian Industrial Traffic League made proposals 
toav there should be reimbursements) in their briefs'to 
the Commission. I believe I am correct in that respect. 
Miere are two briefs, or there is one briefvin any event, 
that of the Canadian Manufacturers Association. 

COMMISSIONER ANGUS: Q. What do you mean by 
non-compensatory °’ That they do not pay out-of-pocket 
expenses? 


Bye liau. 18) Piehnt . 


& 


They do not amount to normal rates? 


Byeltiatwis ight. If, for example, @ rate is. -- 


(188) It is estimated that on the basis of an average 
haul of 800 miles for Crow's Nest grain and grain 
products, and by using the Board's formula in the 21% 
Case (page 64, XXXV11 J.0.R.&R. 1-A) and the 1922 rates 
before the Crow's Nest Rates were re-established, the 
railways, instead of obtaining a 21% increase as of 
April 8, 1948, would have obtained only an 8% 
increase, and the reimbursements to both the C.N. 
and C.P. to maintain the Crow's Nest Rates would have 


amounted to $33,017,820. in the year 1947. 
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well, there is quite a question there: 2 do not want co 
answer that too quickly. If you took all rates into 
consideration, with the over-all picture, Commissioner 
Angus, I would say that any rate that does not cover 
its full proportion and so on would be looked upon as 
in the category of non-compensatory rates; but, generally 
speaking, if a rate does contribute something over and 
above its out-of-pocket cost to the general over-all 
Diccure -- I mean, our whole freight rate structure 
os looked at from that angle, and I think that, generally 
Speaking, when you say non-compensatory rates, they 
look at it from the angle of dealing with a commodity 
like grain or grain products, from the angle that at 
least it is not below the out-of-pocket cost 
so-called. 

Q. Which definition were you using in computing the 
thirty-three million? 

A Ponca commodity like @rein or grain products, 
I would say the latter -- covers out-of-pocket costs, 
contributes something. 

Q. Do you say the Crow's Nest rates were yielding 
revenue thirty-three million below the out-of-pocket 
to the railway? 

A, Oh, I am not saying that, by no means, 
Commissioner Angus. I am saying that if they had 
adopted the 1922 rates, the 1922 rates per se, looking 
at the volume of traffic, the per-car-mile revenue, 
the density of the trains, that might be a very 
exceptionally good rate. You see my point. Even 


the present rates if properly analyzed might be shown to be 
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very g€00d; that 1 do not know, but, since this question 
has been raised -- 

Q. The reimbursement described in the footnote, 
then, is different. from the reimbursement described 
Gowiene LTooe of “page 1357 

A Tie ASeeLent, Sirs? Lust Took, wher ag 
apnea lusgtration. “Even taking, for example, my distance 
of 800 miles, there is no way for me to find out 
the average distance of a movement of grain or grain 
products to carry them through, so that is an assumption, 
BeO, DU AG516-JUSG put “in there “as-an illustration 
er that particular point. 

This brief -has attempted to present the 
problems in relation to transportation which beset 
the Maritimes. The findings and recommendations 
are the result of an exhaustive study, and are 
presented with the main object of enabling a more 
commensurable participation of the Maritimes in the 
economic development of Canada as a whole. 


THE CHAIRMAN: Any questions? 


(Page 3772 follows) 
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MR. COVERT: Mr. Chairman and Commissioners, I 
intend first to put a few general questions summarizing 
very shortly the basis on which this brief is presented. 
Then I intend to take each one of the recommendations, as 
I gather them from the brief, and question on those points. 
I thought it might assist in directing the inquiry. 

THE CHAIRMAN: I understand that Mr. Matheson 
will be available not only here but at the other places 
in the Maritimes? 

THE WITNESS: At Frédericton and Charlottetown, 
ragnt,, Mr. ‘Chairman, 

MR. O'DONNELL: And Ottawa usually. 

MR, FRAWLEY: He says at Fredericton and 
Charlottetown. And beyond that. 

MR. O'DONNELL: In keeping with his usual habit 
of being at all these things, in Ottawa. That is what 
Mr. Frawley has in mind. 

THE CHAIRMAN: I see. Iwas just referring to 
our immediate sittings. 

THE WITNESS ® “In Connection with sthuis-priten,. it. 
Chairman, I would prefer if it were disposed of here 
instead of coming back again in Ottawa, although there 
is one exception in connection with one witness. 

THE CHAIRMAN: You say “disposed of here". You 
do not mean in Halifax? 

THE “WITNESS? “cIn the Maritines. -"iofeeleir it 
were held over until Ottawa -- 

THE CHAIRMAN: That will depend on the outcome, 


We will have to see later on. 
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EXAMINATION by MR. COVERT 

Q Mr. Matheson, as I understand your position you 
say that the Maritimes entered Confederation on the basis 
that they would be given access to the markets of Central 
Canada, and that the ports of the Maritimes would be 
developed as national ports? 

A Yes. 

Q That combined with the London Resolutions? 

A Yes. 

Q You say that one of the conditions was that the 
I.C.R. would be built up so as to secure those two things. 

THE CHAIRMAN: On what page are those resolutions 
to be found? 
MR XCOVERT: “You will finds vhoss onepage vc. 

Q Then you say that the Maritime Freight Rates Act 
was passed recognizing those points, and that the Act 
Started to bring about the realization of the conditions 
which the Maritimes had urged before the Duncan Commission? 

A That is. right. 

Q And now you say that since that, since the pass- 
ing of the Maritime Freight Rates Act, by virtue of the 
competitive rates having been lowered in Ontario, the 
increases in the freight rates, and the raising of the 
arbitrary over Montreal, you are in effect saying that 
the position which was established for the Maritimes 
under the Maritime Freight Rates Act has been altered? 

A It has been changed. Instead of the benefits 
accruing from the Act that we had anticipated, the 
competitive situation and these other changed conditions 


tended to nullify and offset them. 
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THE CHAIRMAN: Excuse me; I wonder if I might 
have a copy of the preamble to the Maritime Freight Rates 
Act. 

MR. COVERT: Q. The main tenor of your brief,as 
I understand it, is that that position be restored? 

A That (is seorrect. 

MR. SINCLAIR: Would you speak up, Mr. Matheson? ~ 
i628 very difficult to hear. 

MR. COVERT: Q. As I say, I wanted to get the 
general background of your brief, and then I propose to 
take you over each of the recommendations. The first 
recommendation that I find seems to be on page 16 of the 
brief where you say that deficits from the eastern lines 
should not be labelled territorially, and the whole 
burden should be directly borne by the Dominion Government. 

THE CHAIRMAN: Where is that? 

MR. COVERT: At the bottom of the first paragraph. 

Q Would you elaborate on that a little to indicate 
why the labelling of them territorially affects you, and 
what advantages would accrue if they were not labelled 
territorially? 

A The primary opposition to having them labelled 
Perricorially is that first of all it is a very arbitrary 
accounting in any event, and secondly it is looked upon 
as a sort of pat to the Maritime Provinces when the whole 
Set-up was predicated on national policy. As an arbitrary 
breakdown it is probably quite accurate and quite correct, 
but it is still an arbitrary breakdown of expenses, and 
we do not want it to be continued to be looked upon as 


Something that is being given the Maritimes, and not 
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take cognizance of the fact that the route is 250 miles 
longer, and that there have been other railroads saddled 
on the Intercolonial and expenses have been aggravated 
thereby. | 

Q Now, apart from that do you think it has any 
direct effect? It has no direct effect on rate making? 

A Well, if you look back on the basis of the state- 
ment that was made by Mr. Cochrane who said he wants to 
puG it on ia paying basis, if that is still basic to the 
whole railroad, and despite the 20 per cent reduction that 
is still the primary objective, then it could be looked 
upon as a criterion for keeping the rates to a high level, 
and despite the fact that it might have a restrictive 
effect on persons and industries in this area. 

Q This also seems to be tied up with your sugges- 
tion that the eastern lines should be segregated, not 
physically but for accounting purposes? 

A For rate-making purposes. 

Q Rate-making purposes. I will deal with that 
tater, but I should like to ask you at this point if you 
have thought out that this might lead to suggestions from 
other regions in Canada that their region should be 
treated separately as well? 

A In reply to that, the whole historical background 
of the Intercolonial stands out so predominantly as a 
condition precedent to Confederation, The assumption that 
it would never be an economic operation in any event,the 
construction of the railway for military and strategic 
Purposes 250 miles longer than necessary, establishes a 


Strong basis, and while it is not definitely incorporated 
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in the British North America Act that the freight rates 
are to be kept low, it is evident from the pronouncements 
and events prior to Confederation that that was the 
anticipated event. 

Q In other words, what you say is that different 
treatment is indicated here? 

A Definitely different treatment, which is part and 
parcel of the agreement in connection with the establishment 
of the railroad. | 

THE CHAIRMAN: Pardon me a moment. Was there not 
a great deal said at that time about bringing the produce 
of Central Canada down to the Maritime ports? 

MR. COVERT: Yes. 

THE WITNESS: That was very important as well at 
the time. 

THE CHAIRMAN: What about the freight rates in 
that direction? 

THE WITNESS: Well, the long haul naturally is 
down to our ports vis-a-vis Portland, New York and Boston, 
Naturally if we were to gain any of that traffic our port 
rate structure would have to be so related to the United 
States short line hauls that we would attract traffic from 
our Canadian West and the Central Provinces. Incidentally 
that policy has been carried out in the freight rate 
structure until these United States influenced adjustments 
have sort of disrupted our structure between 1938 and the 
present time. 

MR. COVERT: Q. On page 40 I think that is 
Where I find perhaps a suggestion of a recommendation, 


I want to clear up whether or not you are suggesting that 
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the railroads should do this, I do not think you are. 
You say that a system of statistics should be made regu- 
larly available dealing with interprovincial trade. I 
expect that you are suggesting -- 

A It would be the Dominion Bureau of Statistics 
that would do that. Of course, one of the sources of 
statistics would be the railways as far as traffic hauled, 
and so on. It would be a task for the Dominion Bureau of 
Statistics in the direction and marshalling of data. 

Q It occurred to me it would be a very difficult 
matter for the railways to break down their waybills 


between the various provinces? 


A Well -- 
Q Would they not have to have ten columns? 
A I forget what you call those machines. You would 


have a mark for each one of the provinces and put it 
through on one of those master cards. It would be easily 
indicated. At the present time there are statistics for 
Preight originating.in all. parts of Canada, all the 
provinces of Canada. We refer you to our appendices. 
I do not know the exact number, but statistics are 
presently developed by the Dominion Bureau of Statistics 
for freight originating in the Maritimes by provinces, 
New Brunswick, Prince Edward Island and Nova Scotia, and 
the three provinces together, and including also freight 
received from foreign connections, and also in connection 
with freight destined to the Maritime Provinces and 
received from foreign connections. 

Q Then I take it you are suggesting that this is 


of such importance that the railways keep additional 
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statistics and make them available either to the Depart- 
ment of Trade and Commerce or to the Dominion Bureau of 
Statistics, so that those statistics can be made avail- 
able? 

A Yes. What I think would happen is this, that 
the Dominion Bureau of Statistics under the Department of 
Trade and Commerce would have to study the whole picture 
and then sit down with the railways to see just what 
additional information would be required over that which 
they are obtaining at the present time. It might not be 
such a great volume. It might be just a slight altera- 
tion in their set-up that they have at the present time. 
That would depend on consideration by the authorities. 
Just how much it would involve I have no idea. 

Q Then you would have to get in addition information 
as to freight hauled by trucks? 

A Yes. That is being developed at the present 
Gime under this revision in the Act. Deb. os diainet 
have authority in connection with truck traffic until 
the recent amendment to which I referred. They are now 
required to get more information, and they are developing 
it. Of course, during the war under transit control 
and the administrator of services, they developed a 
system of getting information. I think it is just 
Carrying this out, and I think from the truckers! own 
Viewpoint this information will be valuable to them. 

Q Now then, Mr. Matheson, I will ask you to go 
to page 49. In the penultimate paragraph on the page 
you say that national policies should be directed in every 


way possible to improving rather than worsening the economic 
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position of the Maritimes, and that rate adjustments which 
tend to be SM ate eon the distributing area of the 
Maritime production must be avoided, The first question I 
should like to ask you is whether you think that is a 
matter which should be placed in the hands of the Board of 
Transport Commissioners? 

A No, it would be getting into a field - as a 
matter of fact, it is getting into a field of planning that 
fo not Intended in that at all. Far be it for the Maritime 
Transportation Commission -- 

MR. SINCLAIR: Mey I suggest that we cannot hear 
anything down here. I suggest that if counsel would move 
further away from the witness then there would not be a 
tendency to drop the voice and have a confidential chat. 

THE WITNESS: Perhaps I have lost my voice. 

MR. SINCLAIR: I would not doubt that. 

MR. ‘COVERT: Q. Mr. Matheson, you say that 
national policy should be directed in every way possible, 
and I was wondering if you had in mind whether the Board 
of Transport Commissioners should be clothed with wide 
powers to direct national policy, and link that up with 
rate adjustments which tend to be restrictive and shrink 
the distributing area of Maritime production? 

A No, my approach to this is that I do not think 
they should sit back there as a bureaucracy and dictate 
Meeionel policy and all that sort of thing. Far be it from 
that, but I am saying their scope should be sufficiently 
broad that when rate matters come up that necessitate 
consideration, looking at it from the over-all national 


aspect, and the general, wide, round, equal and complete 
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development of the country as a whole, then they step in 
and say, "How does this affect the situation?" That is 

the point I have in mind, not for them to sit back and 

do some economic planning for the purpose of making adjust- 
ments as they see fit. I think that would not be in line 
with my own views at all. 

Q Will you now turn to pages 62 and 63. At the 
bottom of page 62 and the top of page 63 you say: 

"If the policies of the Intercolonial - which are 
now in statutory form - have been rendered ineffectual 
by changing conditions and the inadequacy of the 
Maritime Freight Rates Act as drafted to cope with 
the changes in furtherance of the recognized policy" -- 

And then you quote from the Act. 

".- then, in order not to have these policies stand 

defaulted, amendments are necessary to match the 

effects of changed conditions and circumstances," 
I was wondering if you were referring there particularly 
to truck competition, and perhaps also to the effect of 
the change in arbitraries? 

A Definitely, Mr. Covert. This was more or less a 
question of approach which I go on to devélop later on in 
connection with my findings. In other words, what is the 
problem? Have there been changed conditions and circum- 
stances that have disrupted or upset the purpose and 
intent of the Maritime Freight Rates Act? This is more 
or less a preliminary introduction to that. 

Q I thought it might be a good time to bring it 
out once and for all in connection with the argument that 


Was raised yesterday. In effect you are saying that they 
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might have thought once and for all that was the remedy, 
but if conditions have changed then it is certainly open 
to consideration today to see whether or not what they 
thought they were doing has been done? 

A Yes, I notice that I have used the words "once 
and for all" unconsciously myself in my brief. I felt 
like taking a pencil and drawing it through them after I 
used it, because I think it is just more or less a 
rhetorical term, and Sir Andrew Duncan was writing his 
judgment and he says, "once and for all". You must 
remember there were a lot of grievances with respect to 
individual rates, and this 20 per cent was a shortcut 
method he recommended. He thought instead of taking this 
rate and that rate and making these adjustments, and so on, 
and he would have quite amass of different adjustments 
and considerations, this 20 per cent once and for all was 
emcquick way of handling it. That is my approach to 1t 
rather than just the angle of saying that this was to 
stand ad infinitum. I cannot reconcile myself to that 
view at all. I would refer you to page 23 of the Duncan 
Commission Report. In the middle of the second paragraph 
it reads: 

"The immediate operation of this reduction will 
not withdraw from the purview of the Railway Commission 
the detailed claims which are already before them in 
respect of Maritime rates. It will only have the 
effect of withdrawing from the Railway Commission any 
review of these claims in so far as they are supported 
by arguments that relate to the considerations to 


which we have alluded in recommending the reduction. 
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Considerations such as attach only to individual 

claims, or to the general question as to whether 

or not railway companies should give better treat- 

ment than they are giving to long-distance traffic, 

particularly on natural products and associated 
enterprise, and to export and import rates from and 
to points outside the Maritime area passing through 

Atlantic ports, are still open for review by the 

Railway Commission." 

In other words, it is my. feeling this is a quick 
way of doing it, approaching the matter, and that it does 
not lend itself to the interpretation that this is to 
stay forever. Pardon me, I did not intend to make a 
speech on that, Mr. Covert. 

Q You are not suggesting that there should be any 
amendment that would improve the position as it was fixed 
by the Maritime Freight Rates Act in 1927? You do not go 
back to that? 

A I just do not follow what you mean by that ques- 
tion. In other words, your question is accepting every- 
thing that went up to 1927 as rectified by the Act up to 
that period and not going beyond that, and so on? 

Q Yes. 

A thav 1s quite right. we thought when we got the 
Maritime Freight Rates Act, although it did not apply to 
import rates as recommended by the Duncan Commission, 
that this was a remedial arrangement which was in line 
with the inherent purpose and intent of the Intercolonial 


Railway. 
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Q. What I am trying to get at is, that if they 
find that these conditions have changed, amendments are 
necessary to match the effect of the changed conditions 
and circumstances. LOU Say 10 Ls necessarye tOntaver. 
back to that which was in effect in 1927? 

A. That 16 Fight, as established on July ist, 1927. 

Q. Then, on page 67, you suggest an amendment to 
section 8 of the Maritime Freight Rates Act, and you say, 
apparently, that the present section 8 is not satisfactory? 

a No. iG tends to be Prestrictige. When we 
Mave 4 complaint, all the’ Board can’ do is to disallow, 
gecording to their interpretation, and that of the 
supreme Court. They cannot grant a corresponding reduc- 
tion to aileviate the situation. The only power they 
have is to disallow. 

Q. And have you tested it? 

A. Oh, yes, in the potato case, to the supreme Court. 

Q. DO. tt is vO OVErcoMme: the Tesui es Ole enatrasc ie 20n 
that you want an amendment? 

ae That is right. i do not. Thinks t Vise tar:. 
either. We had a case which we could not justify before 
the Board. It concerned the cancellation of a rate 
between X and Y. And Yt would not: be fair to; the rai 
Ways if they stepped in and cancelled it, if they wanted 
to develop a certain amount of traffic, and so on; although 
it would be to our own interest to have a corresponding 
reduction in order to get our stuff into that particular 
market. 

Q. Do you mean to my that every time an amendment 
would be made, when there was a competitive rate into 


Ontario, you would have to appear before the Board and 
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have the effect of it determined on the Maritimes? 

Ze Not necessarily so. If it appears to us that 
some adjustment is going to have detrimental consequences 
to our industry, under the rates in effect up there; they 
pertain to commodities not produced in the Maritimes. 
dake the rate on biscuits from Toronto to Montreal, with 
a 20% reduction. We would step in and say: We want a 
corresponding reduction. 

le Because you manufacture biscuits here and seek 
a market in the central provinces? 

A. TO-eive you @ specific illustration: competitive 
rates on biscuits were reduced from 2uebec to Montreal, 
and the rates were maintained during winter months when 
there was no competition. That was before the roads 
between Quebec and Montreal were kept open. We protested 
to the Board and had some correspondence about it. In 
due course the rate was withdrawn. That was a case 
whereby, under this provision, we could have a correspond- 
ine reduction, and that rate would still prevall from 
Quebec to Montreal. 

iQ. I think there was one point where you referred 
eo the word "tariff." When you say "tariff", you are 


Peterring to "freight tariffs"? 


ae. Yes. That should be added. "Freight" should 
be added. 
a. And the words "traffic conditions"; perhaps you 


could elaborate on them? 

A. What I did there was this, if you will take a 
look at section 32(c) of the Maritime Freight Rates Act -- 
not being a lawyer, I found it difficult to draft these 


things in the way a lawyer would approach them, 
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Qs And you have just taken thisf for instance, 
in 1932-35, the industrial and traffic conditions arise? 
sep Toa 2s. right. 

Q. And you put those in here, in your proposed 
amendment; whereas, before it read in a negative fashion: 
"shall not approve or allow any tariff". You say that 
you would prefer "authorize or permit to adjust '? 

THE CHAIRMAN: You are referring to what? 

MR. COVERT: To page 67, Mr. Chairman. 

THE CHAIRMAN: Page 2 of the statute, where the 
marginal note says: "Adjust or vary tariffs"? What 
are you asking of Mr. Matheson? 

MR. COVERT: I was asking Mr. Matheson if he 
noticed on page 67 of his brief, in the proposed 

amendment, the words underlined are, in effect: 
the changes which he is making in the Act, starting after 
the words "select territory”: 

" .. . accordingly the Board is authorized and 

directed to adjust or vary such statutory rates 

when it is evident such adjustments are necessary 

by any tariff or new industrial or traffic con- 

ditions . . 

THE CHAIRMAN: ‘hat is meant by "statutory 
rates "9 They would be rates fixed by what statute? 

MR. COVERT: The Maritime Freight Rates Act. 

THE CHAIRMAN: Does that mean specific rates at 
SO much a mile? 

MR. COVERT: It would just be the 20%. 

THE CHAIRMAN: Oh, the 20% adjustment. I see. 

MR. COVERT: Yes, in the rates under the 


Maritime Freight Rates Act now. 
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THE CHAIRMAN: You say the power now given is 
to adjust or vary such statutory tolls or rates. from 
time to time? 

Mis COVERT: » TRAC is rienr., 

THE CHAIRMAN: What is the use of introducing 
the word "statutory" in there? Might that not be mis- 
leading in the proposed amendment? 

MR, COVERT: I think, if you, will examine 
section 8 at the present time -- 

THE CHAIRMAN: Yes, that talks about giving the 
statutory advantages. But the words "Statutory rates" 
would seem to me that some statute fixes specific rates, 
and that they are to be varied by the Board. But that 
Pero, the case. 

MR. COVERT: That is true, Mr. Chairman; and I 
do not think that the word "statutory", in the proposed 
amendment, adds anything to it. 

THE CHAIRMAN: That is what I mean. I think it 
should be struck out so as to read: "to adjust or vary 
such rates," 

MR, COVERT: 2. YOu say that it 1s evident 
that such adjustments are necessary by any freight 
tariff or new industrial or traffic conditions? 

A. The industrial or traffic conditions “arise in 
connection with the interpretation of 32(c) in the 
Supreme Court Case, as reported in 41 C.R.C. 56; and 
there was a discussion of what is meant by the'changed 
traffic conditions and circumstances." I refer that 
to you for your information. 

Q. If you will turn to page 74, the last paragraph 
of the section just before No. 3, you will see "It is 
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therefore recommended -- 
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THE CHATRMAN: Would you please repeat that? 
Whet ‘isthe point? 
Mh COVERT? - Youowii find wear, (ied cine, on 
the paragraph preceding paragraph No. 3 or heading No. 3 
on that page 74. He says: 
"It is therefore recommended in connection with 
the Maritime freight rate structure that the class 
arbitraries that existed on April 7, 1948, between 
Maritime originating points and stations in Canada 
be Maintained constant in the application of any 
general rate increases in Canada that might be found 
necessary and justifiable." 
fi want to clear this up. My understanding is that you 
use April 7, 19438. Is that before the change was made? 
And it was just the same in 1927, when the Maritime 
Hreignt Raves Aet became effective? 

A. thay 28 Triene. 

MR. COVERT: Q@. You aré simply saying that 
the arbitrary must either always be the same as it was, 
Or, ti 10 28 changed at any time; then the “change must be 
euch as not to affect the trading position of the 
Maritimes in the central provinces? in“ovner’ worday i. 
there is a differential or a discrimination in your favour, 
that that must always be maintained? 

A. I am saying that the arbitrary be maintained 
constant from April 7. 

Q. Constant and never changed? 

A. Constant and never changed, unless there be 
exceptional conditions and circumstances which might 
reasonably be considered in a matter of discussion and 


deliberation between the parties concerned; and if it 
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could be indicated that detrimental consequences might 
not ensue, there might be an approach for consideration. 

THE CHAIRMAN: Q.You mean that these arbitraries 

Should never be changed except by consent? 

As Chev Leericnty es ir. 

MR. COVERT: Q. It appeared to me that the 
main reason for your recommendation was that these 
arbitraries should be kept constant to maintain the 
differential or to maintain your relationships? 

A. That is-right, and to lessen the impact of 
horizontal percentage increases, when they come along. 

Q. Then it might change, so long as it did not 
aifect. the relationships between the two. Por instance, 
if a rate were lowered in one place and raised in the 
Ovner, yOu might change? 

HH CHATRMAN: “That could be done, ah Tiink, 

In the history of relationships, going back to 1800, 
there were some alterations. There was an adjustment 
west of Montreal; and, at another time, an adjustment 
was made east of Montreal. It was a question of 
balancing the difference. 

MA. COVERT: @. dust so long ss) vne retasicn- 
Ships between the two territories were maintained? 

A. Theat Was the Objeceive, vee. 

. Have you any record of businesses being 
affected by a change in these arbitraries, or 
their having lost any business? 

A. Just, at the present time, it is quite difficult 
under buoyant conditions to work out anything 
that would definitely and irrefutably indicate that 


they were detrimentally affected. There is, of course, 


heeciishecie ag@ docodygs wie ode = 
idee cuts tate Ast wou on | : 
| teauenos ya snows arate a 

ke wail mt St ths 

ce apne so. a botssqas oe = ae pean) “a ae 


rere sit? as aos tabs AMGOD WAL ating 0% none ‘ah 


edt ahidniam of pena 403. aeoak. ee! piace) ‘wubnatt d 


ate 


tgler uly nbatatea oF O° ipbsnonstt 
Aue = atthe Fak Pe ae cas ) 
opneds pio Yale ‘ESRI aie Sauer Sed anhatet soa 

ery it & fi aP 3 7 ab Cusratte saint a) ‘porn oO! 
snieck ane Sy t3a! opr the ere se PE j aa sin aobhgens, S03, soe 

Git cit Gonke bea vote ae w bbaautol wecow saben eds 
| | va npouen Shela were rath 


‘Sybase a0: 
me 


Tey eos ont’ aeene ov 


SEN TY ne ft NEARS ae? S 


‘viet fF ,enge od Gla 
tixtesrod bee Bae spanteis oid 4 


omk ot aoad: Bete , Bd! 
_ontd “saehis omoe | # pe an 


sorted poate PG aac hes mee 7 Lo te 
| wane 


4b, quite sce tae nt don fe 4 ne State 
eoedvtab, odd abode 


est >. REVOS on 


La Bee oe a ae : “ ys 
petiarok®, aan. gtob Ob. toe 


us ats sot trtect eb ae mya 


toe. cso eS agin 
Pi bie See eee 


(Monsat ee ses 


* fi ~ “ey i. a S ide aid Baw tact” 
gia asaactitesd TD Bionet 2h rere oesk 5 
} ao. pebtopra tte Seay mk Semen Ye boda 


“acest ma vet deni gotver tt8 2 
Bete AtieShiue:.as 1. vats  Snegeme wilt 4 oat - 
wnib rene: (ues tow oh neuilszbtoy tanyord: et 
das otros Shae has Latta phew g | 


byes: sheet bar et 
v e 


at peter gksedicintat oh arnt 


PERE IR be a a eae 
a iT 


‘ 
mi Ny ON 


- 3793 - Mr. Matheson 


ene Cave Of the W. eH. schwartz Company, to which 1 mace 
reference; also that of the Enamel & Heating Products 
Company, for which witnesses will appear and elaborate 
on the effect on those industries, competitive-wise. 
meLov Of these industries are feeling the effect of 
these buoyant conditions. 

We went through a period of horizontal 
increases, during buoyant conditions, in the first world 
war. And it was not until things got back to a state 
of relative normalcy -- whatever that is -- when the 


effects became more manifest. 


Q. Will you now turn to page 77, where the last 
paragraph reads: 
"The economic structure of Canada dictates 
that uniform percentages --- " 
I am paraphrasing this -- 
" -=- on long haul traffic, particularly on basic 
and primary commodities -- including foodstuffs -- 
should be avoided --" 
"eu, an effect, Say: they are not sound, if whey vend 
to be restrictive and prevent producers located at points 


distant from the principal markets competing with pro- 


ducers near such markets? 


A. Yes, 

Q. Now, you seem to restrict that, particularly, 
to basic and primary commodities. Would that be because 
of the narrow margin of profits? Perhaps you could 


explain to me why you restrict it,primarily, to these? 
A. Well, generally speakimg, basic and primary 
commodities. Take coal, as an illustration, or, iron 


and steel ingots, and lumber. Those commodities, 
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generally speaking, take low rates in any event. Other- 
wise they would not move any great distance. And when 
you turn around and apply a straight horizontal percentage 
increase on commodities of that. character, some .of then, 
because of their weight or bulk, and weighty commodities -- 
peeLendsevo Wimit. their. field of cisteibucion,.pnecause 
another competitor, who is located nearer a market, is 
going to have a preferred advantage. 

Q. And your-sugeestion,. l-take- it, as. that you have 
Something din mind. dike a fixed.maximum, > or cents per 


100 pounds? 


ie There are several ways in which it 
cou lds bes done. It would be a matter of weighing what 
Pece- situations. t.doO. not want. to: have iGeappear as. an 


extreme situation because a person, let .us say, who is 

ten miles from X, going into Toronto -- are you suggesting 
that the rate should be jJust held down to that rate, for 
eaperson going ten miles into. Toronto -- which I think is 
moony OL eCxtreme situation, 

Bus, perhaps, if you look at Lb in conmeccion 
with the coal rates established by the Board, with a flat 
maximum amount -- that is actually what was done, by 
applying a flat maximum amount of 25¢ as an increase in 
coal, and held down to a distance of 100 or 1000 or 3000 
miles, then the impact of that is a greater increase on 
Beessnort haul than it is on the long haul: and it tends 
to maintain the relationship. That has already been 
done by the railway, despite the question which arises: 
Just for the short. haul, do you think it is sound and 
reasonable? 


But in addition to that, there are methods of 
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approaching this. 

The over-all general increase of class rates 
might be justified by a 21% or 30% increase. But an 
anerease to basic commodities,such as apples,might be 
that they would raise them 15%, subject to a maximun; 

Or it might be another percentage altogether, and let 
the percentage apply throughout the line. 

I found, in checking the general revenue cases 
in the United States, that when they have a small per- 
centage increase of, let us say, 5% or 10%, there are 
but few instances of these maximum amounts, because 
en increase of five or ten per cent is not great, or 
has not got the same impact as an increasé of 21% or 30%. 
It is when they have a larger increase that they have the 
mereaver number of exceptions, to take care of these 
basic or primary commodities. 

THE CHAIRMAN: We must adjourn a bit earlier 


today; so we now stand adjourned until a quarter to three. 


---At 12.55 p.m. the Commission adjourned to meet again 


today at, 2.45 p.m. 


(Page 3807 follows ) 
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Halifax, N.S., July 14, 1949 
AFTERNOON SESSION 


THE CHAIRMAN: All Vien. Mee Covert. 

MR. COVERT: Mr. Chairman and Commissioners, 
I understand that there are some people here who are 
prepared to pive evidence on various points: Mr. 
Matheson thought they were/competent on those points 
than he would be. The first one I think was dealing 
with fish, and Mr. C. J. Morrow is here to give 


evidence, if counsel want to ask him any questions 


With regard to matters raised in the brier. 


_CLARENCE J. MORROW, called 
MR. SMITH: Mr. Chairman, I discussed with 
Mr. Covert the matter of calling this witness, and he 
asked if I would ask Mr. Morrow some questions as 


tO qualifications. I will make them very short. 


EXAMINED BY MR. SMITH: 

a, Mr; Morrow, you are Clarence J.) Morrow? 

A. yea. 

Q. What is your occupation? 

I am Vice-President and Secretary-Treasurer 

of National Sea Products Limited. 

Q@. What. is National Sea Products Limited? 

A. Fish producers and processors. 

Q. Carrying on an extensive business? 

oo in. fresh, frozen and salt fisn.. 

9. In the Province of Nova Scotia? 

A. Yes; and distributing our products all over 


North America and the West Indies. 
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Q. Now, what has been your connection with the 
fishing industry? 

A. I have been in Lunenburg in the fishing industry 
for 30 years, going there with W.C. Smith and Company 
Limited as accountant, and upon the formation of Lunen- 
burg Sea Products Limited, which entered the fresh fish 
business in 1926 -- 

Q. W. C. Smith and Company Limited was in the 
Salt and dried fish business? 

A. That is correct. In 1926 the Lunenburg Sea 
Products was formed and I became Secretary-Treasurer 
GrewoaG company, and later in charge of sates. Then 
in 1936, when the Smith interests at Lunenburg purchased 
the companies then controlled by Ralph Bell, I became 
the President of the Lockport Company Limited, 

D. Hatton Company, Montreal, and also became a director 
of Nickerson Brothers, Liverpool, Leonard Brothers Limited, 
North Sydney, and Leonard Brothers Fisheries, Montreal. 

Q,. In 1945 there was 2a company organized, known 
as the National Sea Products Limited; is that correct? 

A. That is correct. 

Q. And what did it acquire? 

A. It aequired all the Smith interests that I 
mentioned, along with Maritime National Fish Limited 
of Halifax 

Q. Is it the largest fish organization in the 
maritime provinces? 

A, I think so. 

9. There is another company which is a subsidiary 
Of General Foods? 


A. Yes. When you say large, it depends on what 
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you mean. General Foods are here in the province, 

and there are also some large canners in New 
Brunswick, but I think our company handles the largest 
volume of fish. 

Q. On the formation of National Sea Products 
Limited what office did you assume? 

A. Vice-President, one of the Vice-Presidents. 

Q@. And Secretary-Treasurer, as you said? 

A. tater [ became. Secretary-Treasurer. 

Q@. During the war did you serve on any Dominion 
boards? 

A s16S:.. Upon formation of the Wartime Prices 
and Trade Board I went with them, part-time basis, 
PeeoLancice DL Peecorlot Fish. 

Q. Had you any association with the Fisheries 
Council of Canada: 

A. Yes; I was partly instrumental in forming 
the Fisheries Council of Canada, and was its first 
President on its formation in 1945. 


Q. Are you a director of the Bank of Canada? 


Q. And also director of other companies, including 
the Maritime Telephone Company Limited? 
Pel oh oS CORrect.. 
MR. SINCLAIR: I have one or two questions, 


Mr. Chairman. 


CROSS-EXAMINED BY MR. SINCLAIR: 


Q.° Mr. Morrow, where are your prancipal markets 
for Nova Scotia and maritime fish? 


A. Well, our fish are distributed az#l over Canada 
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and the United States. 


Q. 


POryOUtSsh pea oe of fish: to Montreal? 

A. Yes3'Montreal and Toronto would be probably 
the largest volume of any single market. 

Q. And how far west do you ship fish. 


A. Vancouver. 


Oe Ree vo GVancouver? 


A. Los Angeles. 

Qi Pam talking ~about. in -Canadac 

A. Canada only -- Vancouver. 

Q@. Who are your principal competitors in the 


markets in Montreal and Toronto? 

A. Oh, we have a great many competitors in the 
markets of Montreal and Toronto. You mean by names 
of companies? 


Q. 


a 


Ohimos from areas. 

A. From areas? Well, we have competition 
mons al! therrishing ports of Nova Scotia, a lesser 
amount from New Brunswick, and quite an amount from 
Gaspe, Quebec. 

9. Now, does the maritime fishing industry compete 
With the B.C. fishing industry in Montreal and Toronto? 

A. Well, yes. Fish, I suppose, competes with 
all foodstuffs, as far as that goes, but our varieties, 

our principal varieties, are different from 


the principal varieties of British Columbia. 


ko) 
. 


Do you ship halibut to Montreal and Toronto? 
tyovery (small quantipies. 
Salmon? 


In very, very small quantities. 


Pome >. . yee 


Cod? 
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he On, yes; cod is our principal product. 

Q. What is your rate from -- let us take a central 
Potty, Hatiiax? Maybe you: can, tell me af this. is right : 
the distance from Halifax to Montreal is 803 miles, and on 

a 20,000-pound carload minimum the rate is 52¢; is 
chat correct? 

Be thet Le correct, on Fresh Ora rozem 11sh, 

Q. That is right. Now, 1 have been. instructed 
Bhew the rave on fresh’ fish from Vancouver to Montreal, 
which is a distance of 2879 miles, is $3.05; do 
Vou MnOw af that. 18 correct or not? 

A. Well, I could not verify that; it would be 
approximately correct. 

Q. Now, in the United States market where is 
your principal -- 

A. Pardon me, that $3.05 is a freight rate on 
frozen fish? 

Qa eresh fish. 

Ree dad nov think iv was’ that hag. 

Q. Fresh fish, 30,000-pound minimum, as against 
your 20,000- pound minimum, the rate is $3.05 as against 
your 52¢. 

A. But there 18 actually no fresh fish shipped 
from Vancouver to Montreal by freight. 

Q. Salmon that comes in there -- well, fresh or 
frozen? 

A. There would be frozen. 

Q. Fresh frozen? 


A. Yes, fresh frozen. 


MR. O'DONNELL: Fresh frozen fish. 
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MR. SINCLAIR: Q. Now, in the United States 
where is your principal market? Boston? bye New 
England States? 

A. No. Boston is a market. Chicago, New ‘York, 
Kansas City -- our fish are distributed quite generally 
all over the United States. 

Q. And in the United States your principal competi- 
tors are on the North Atlantic Seaboard? 

Se elias ri cht, Of Ourevarieitess Om. fi1ch:. 

Q@-.- How do their rates compare, for instance, to 
Chicago, as compared to yours? 

a I do not know the -- 

Q. They are substantially higher? 

A. The rail rates. Our understanding from our 
customers in the States to-day is that they do not use 
the railways to any extent from New England. Most of 
Bmeoretish 1s. brought.in now by truck: 


Q 


fn 


Refrigerated truck? 
A. Yes, where they can get smaller quantities -- 
COMMISSIONER INNIS: Q. Mr. Morrow, could you 
speak up a bit? 
A. I am sorry. 
THE CHAIRMAN: Q. What market have you in 
view when you say that: 
MR. SINCLAIR: Chicago. 
THE CHAIRMAN: Q. Chicago? 
A It is surprising to-day; they carry fish from 
New England down t'o Atlanta, Georgia, and other 


boints in the south, as well as the Twin Cities 
and Chricago. 


Q. By truck? 


Eg 
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A. By truck. Quite a number of years ago I 
happened to be in the Twin Cities, when trucks 
were not so commonly used, and I was surprised to 
find they were bringing oysters from Maryland to the 
Twin:Cities at that. time by truck. That would be 
probably 12 years ago. But to-day the buyers in the 
middle west and some of the southern points are 
using the truck service quite generally. It is not 
only on account of the rates, but the convenience of 
getting a mixed load. They can go to Gloucester, perhaps, 
endepick upsiredfish, and go to Bedford and pick up 
Scaitops, and finish their doad off in. Boston with 
frozen cod fillets or frozen haddock fillets, and there 
may be two or three buyers take that truckload in 
Ppacowm orci ty. 

Q. Would you say that the trucks are being used 
more than the railways in those: cases? 

Seer, debinictoly. I cannot. make. that as a definite 
Statement, but from the information our customers give us. 

Mh. SLNC LATR«.. Q.:. For Smoked jor frozen wish, 

for comparable distances in the United States, their 
rates are substantially higher than your rates to the 
Same market, are they not: 

fo eBy rail? 

Q. Yes. 

A. I am not in a position to answer that question. 

Q@. In Mr. Matheson's brief he referred to the 
possibility of an import restriction on Canadian fish in 
the United States; am I correct in the fact that the 
reasOn for that was that the cost of production of these 


fish by Canadian industry was alleged to be or was very 
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much lower than the American people serving that market, 
and they had complained to the Government that they 
could not compete with you on a basis of cost? ts 

that correct? 

ie “Revois correct... with this qualification, that 
it was not Canadian fish that they were so much 
concerned about as it was fish from Iceland, Norway 
and Newfoundland, when they started to move -- it was 
mee a part) of. Canada then. Our costs of production 
are undoubtedly somewhat or slightly lower than those 
of New England. 

Q. Even with the transportation charge, you are 
able to compete; you are able to set down fish in 
Eastern Atlantic Seaboard cities in the United States 
cheaper than they say they can produce it? 

A. Not always, no. 

Q. Isn't that true at the present time? Has not 
the Boston fishing fleet practically disappeared? 

ia won, ny, no: 

Q. In regard to the size they had say two years 
foment 2S apeut a, third, isn4t- it? 

fee On) 41072 no,enos 

Q Thao. sano, riche? 

A No. 

Q Howifarshas) it been reduced? 

A MS @. matter of fact. LT think you will find 
that it is just as large as it was two years ago, and 
possibly a bit larger.-- two years ago, or three years 
ago. They have not been building any boats the past 


year or so and they have sold recently some of their 
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older boats that were out of date to the American Army 
in Germany, but their production has not fallen off -- 
I am sorry, I haven't the figures of their production 
with me, but -I am quibe sure that the New 
Hagiand production as a whole is just as large if not 
larger than it was two or three years ago. Boston 
may be off slightly; Gloucester -- 

. pucceic whe place. asked your about, boston. 

Pe vemehiacorry. Well, I don’t think wou can take 
Boston alone, because -- 

®. Would I be correct’ about Boston? 

A. No, you would not be correct when you say it 
Mese.allen off to the extent that you mention. 

Quon DU He thas fedlen’ off substantially, the rishing 
flect of Boston? 

Ae Oloihas!falilen off-in the last few weeks, through 
the sale of these boats to Gernmany, somewhat, but 
their landings are still comparing quite favourably with 
a year ago. 

Oe wnereiis ao large deficiency market for fish 
oma Central Canada, is there not, Mr. Morrow? 

A. I don't understand what you * mean by that 

Q. Well, local markets do not supply enough to 
meet the demand. 

A. You mean the local lake fisheries and so on? 

o. Yes. 

A. Oh, no, they do not supply enough. 

Orem ines 18 611., 


CROSS-EXAMINED BY MR. O'DONNELL: 


Q. Mr. Morrow, National Sea Products was incorporated 
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in 1945, was it? 

A OP Pet... 

Q®. And since then it has had a fairly healthy 
progressive business? 

Ae Yes. 

Q. It has been able to make a few dollars each year? 

A Gh vec 

Q. And declare dividends each year? 

A Somat Ones. 

Q. And could you tell the Commissioners if you 
remember what price the stock was issued at in 1945? 

A. Wel, the stock was’ sold originally 
Drivavely. 1 think the bonds were sold to the public 
[eoper . There was quite 4a large issue of bonds. 
Preferred stock was sold to the public at par , 
and the common was never distributed to any extent; 
it was not offered to the public. 

DeeenG, Ouorde as:elivtssvedy a6 it noe. 

he Oy Ves. 
Q. 


vo 


And what is it quoted at to-day? There is a 
market for that? 
A. Well, there is really a very small market for 
the shares to-day. They are not traded in on any 
market. There is a nominal quotation, I notice, 


in the papers on it, 124. tos 135% 


(Page 3818 follows) 
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Q Do you remember what they were issued at? 
A They were issued to the promoters at less than $1. 
Q And quoted at $12 today? 
A That is a nominal quotation. I do not think 
you could -- 
Q I am trying to find out whether your business 
has not been able to do very well on the freight rate 
that you have had, and as Mr. Sinclair said, in competition 
with the people out of Boston and Gloucester and Vancouver. 
A Yes, the fishing industry has been fairly 
prosperous in the last two or three years, much more so 
than it was in the pre-war days, but we are on the down 
grade again now. Prices are declining. We don't know 
what is ahead of us. 


Q None of us do. Thank you very much, 


CROSS -EXAMINATION BY MR.FRAWLEY 

Q Did your fish compete with the fish from the 
northern Alberta lakes in Chicago? 

A Well, I would say there is very little com- 
petition in fish between lake fish and sea fish, There 
is a certain amount of competition naturally, but lake 
fish are generally eaten by a different class of trade 
than sea fish, I mean that largely the customers for 
lake fish are the Jewish trade, and while the Jewish 
trade does buy sea fish they will pay premiums for lake 
fish, 

Q I was thinking of the position of the northern 
Alberta producer freight rate-wise compared with the 


people who get in there from Halifax. He is in a much 
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less advantageous position than you people are? 

Yes, but in many cases he is handling a luxury 
product. 

Q I understand from what you said to Mr. Sinclair 
that is really the distinction that you make. When you 
speak about what you do in the Chicago market you do not 
regard yourself as actually competing with the northern 
Alberta producer? 

A That is correct. We only compete with him in 
the same way as we compete with the meat packer. 

Q But it is true that if you are competing against 
him, just on that assumption that you are competing 
against him product for product, you are in a much better 
position freight rate-wise than he is. 

A Yes, but we are not. There is no parallel 
between northern Alberta or any other lake fish and our 
Peomiilie>, for instance, It is a different product, the 
Same as perhaps the cheaper cuts of beef as against 
turkey or some other luxury meat. 

MR. O'DONNELL: Q. I might have asked one other 
question. In the figures at the bottom of page 107 of 
your brief you give comparisons of beef, bacon and pork 
with fish. The price of fish, on the basis you set out 
there, went from 10 cents a pound to 35 cents a pound? 

A Prat as rien. 

Q About 250 per cent increase? 

A 1es.. 

Q Pork has risen from 22 to 63 cents or 180 per 
cent. That is approximately right, is it not? 


A Yes. 
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Q And bacon has gone from 28 to 92 cents, or 
about 228 per cent, and beef from 21 to 75 cents, or 
25/ per cent. Other than beef fish has increased con- 
siderably more than the other foodstuffs you mention in 
the figures? 

A That was true up until the middle of 1948, I 
‘think. There is a chart, if you would dike to have it, 
that shows that the wholesale price of fish has now 
crossed the line of meat and has kept below it for the 
past several months. That is the Dominion Bureau of 
Statistics. 

MR. FRAWLEY: Q. I should have asked you about 
transportation by truck. You say you are now shipping 
from Halifax to Montreal by truck? 

A aac 1S Viehnt.. 

Q Are those rates regulated by any regulatory 
body? 

A I am sorry, I cannot answer that. It is really 
in the experimental stage. 

Q Is it being done by common carriers, or by your 

own trucks? 

A It is not done by our own company trucks. 

Q Do you know how that rate compares with the 
rail rate? 

A Le YVerno better than the reall freienat wave, 

It is a case of getting fresh fish to the door at a rate 
below the express rates. The use that is being made of 
the truck today is in competition with express rather 
than freight. 

Q Do you not have a fast refrigerated freight 


service between Halifax and Montreal for fresh fish? 
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A VES. 
Q You say you want to better that from a time 


standpoint? 


A Yes. 
Q That is why you are using a truck? 
A That is right, and the convenience of door to 


door delivery, too. 


Q The allround advantages of truck movement? 
A Yes. 
Q How does that compare with the express rate 


that you say it is intended to compete with? 

A I think that rate is slightly better than the 
express rate. 

Q Slightly higher than the express rate? 

A No, slightly lower. 

Q Slightly lower than the express rate, and it is 
not regulated. Nobody has told you how much you must 
pay? | 

A Ido not think so. 1t is one-of our divisions 
that is doing that, and I am not as familiar with the 
actual day to day movement on it as I might be. It might 

be interesting for you to know that one of the companies 
in the Association has shipped its first truckload of 
frozen fish to the United States. 

Q Is that done by common carrier? 

A It is done by the same company that is doing 


it to Montreal. 


Q And no regulation as far as rates are con- 
cerned? 
A No. 


MR. O'DONNELL: What is the name of that 
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company? 

THE WITNESS: I really cannot tell you. I can 

find out for you. 

MR. O'DONNELL: Q. At page 109 of your brief 

in paragraph 6 it says: 

"Transportation by regular truck service has 
also been inaugurated between Halifax and Montreal 
and is proving satisfactory." 

Do you know of a regular truck service to Montreal? 

A It is weekly; they were doing it on a weekly 
basis. As I say, it was an experiment, and it is still 
being carried on. 

Q Luvis still being carried on? 

A Yes. 

Q But the regularity of it is on a weekly basis? 

A Theat 1S rien’. 

Q And the railway provides daily facilities from 
Halifax to Montreal? 

A Theat Ls riagnt., 

Q When was that experiment started? 

A Last fall some time. 

Q Did it run through the winter? 

A Lt do not think it ran all winter. if think they 
got in some difficulties, in the ditch on a trip, and 
they were out of ‘commission for a while. 

Q They let the railways have the business in the 
winter when the going is hard. Do you know whether it 
is being developed on a large scale? Is it one single 
truck? 


A It is one single truck at the moment. 
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MR. COVERT: Q. When you referred to the index 
you were referring to the index on page 2058 of the 
minutes of proceedings and evidence before the Royal 
Commission on Prices, volume 39 of December 8, 1948? 

A That is correct. 

Q There is just one phase of the matter I want 
to deal with. Have you any figures available showing 
the per capita consumption of fish in Canada? 

A fT thought I had. it is roughly 11 pounds, tf 
have not that table with me. 

Q Has that increased or decreased in the past few 
years? 

A It has actually decreased a bit compared with 
two years ago, three years ago. 

Q What about the products beef, bacon and pork 
mentioned on page 107? Do you know about them? 

A They have increased very considerably inthe 
last few years. Ithink the figure on meat is around 
144 pounds per capita, and if my memory serves me correct- 
ly that is an increase of about 27 pounds in the last 
few years. 

MR. COVERT: I understand that Mr. Sutton is 
here to deal with the matters contained in the brief 


having to do with apples. 


—_ 


Rie. SULTON, (Oak Leg 
EXAMINED BY MR. COVERT: 


Q. Mr. Sutton, would you tell the Commission what 


your occupation is? 


A My occupation is a farmer. I also carry on the 
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activity of Secretary of the Nova Scotia Fruit Growers 
Association, and I am President of the Nova Scotia Apple 
Marketing Board, which is an agency, a sales agency 
owned by the growers. 

Q And is it correct, Mr. Sutton, that the major 
part of the apples produced in the Annapolis Valley are 
marketed through your Board? 

A All of the apples grown in the municipality of 
West Hants and the counties of Annapolis and Kings are 


marketed through the Nova Scotia Apple.Marketing Board, 


CROSS -EXAMINATION BY MR, SINCLAIR 

Q Mr. Sutton,in the Canadian market do you compete 
with Okanagan apples? 

A We ship to the same markets. 

Q What is your rate from Annapolis Valley points 
to Montreal compared with the rate from the Okanagan 
to Montreal? 

A Our rate is cheaper Sen that from the Okanagan. 

Q There is a market for various varieties of 
apples throughout eastern Canada at all times, is there 
not, Mr. Sutton? 

A Thats correct, yess 

Q I understand that your industry has geared its 
production for the English market? 

A fhiab is correct. 

Q And the types of apples that are required by 
the English market are not readily saleable in the 
Canadian market? 


A That. is quite true. 


hi w= it mR wt ‘ ; 
Fu. -@ UM 
1 
« & ope.s » * bi 
4 eee Tae 4 
i yy sb Repos iva ee id ey eS ae « ae A 
SSN LE a I cea Ge | 
l vehtasn? goa kan <noboeas 
Fe aie ia Pastth ie if soup spa “ ; 
ah stood BVOW SE ae i 
i Baw S zy 


Phan ales 
‘ ‘ Spe: id Pap as aim 
eq tat a 4 


# 
a 

’ 
pas) 
aes 


canned Gey ASVOTN 


ae aay Lhe A 


eos orl fe Oe Be hge | 
sine. dost 


maka ane saeboqeiiem = 
ae eee pei Fes 39 ae et 
’ ; s oa 
mt aa . rrattr - ns Ba 
Pee. SL aay Leoots wid Heuo tens petox iam 
had et i if ah a : = 
Py Gita i 
A baie 
t 
és ve Cc meerany 
Rts 4 i 
j 7 a | 
Beg Ce aa ‘ 
ee 
\ 
me 3 + $; 
Seis Hapa een ade i ire ES if 4 1 
ue be oe TiN Capen awe A 
4 
pa : ap £ rfrioM 
re me we if rote Pe ae tic 
ereordnom 
: ow iv, 
$i DY Hf if teqeene ves J 
i wh alc ap me pie afi 
< ea : ‘i an ; e 4 ae ee +3 x t $i 


' 
pr mas : eee: a TS ‘ 
ibe) ech Ave ae 

St Sle 

id 
i it SITS 
‘ ; im AEE 
are Tog See i boa 

eM ie 2 Fw . 


; +4) Gepdaeete oT 
ery Doeieen ohm VU" pets Tre Seri, eRe ear 
soni Sek lene eis 10% 
nice ee ti A hale ee ony ReueN 
aaa tet sant 
. dat waters Spee 2 ee 
ya Det lope ate, Getit eae 1 Boggs Soe 


fo ote Feiss datigns 
¢igntam es 


> 


. seed ediup ab deat 


-3825- Mr. Sutton, or 3x. 


Q And your industry is in a transitional period 
today in regard to production of varieties of apples? 

A Correct. 

Q But in regard to the varieties that you are grow- 
ing that are easily saleable in Canada there is a ready 
market for them in Central Canada. .Is that correct? 

A There is a ready market. We are up against com- 
petition. Our chief competition in the large Canadian 
centres of consumption such as Toronto and Montreal are 
the apple growers of Ontario and Quebec. 

Q But Okanagan apples do sell even in New Bruns- 
wick, do they not? 

A That is true, but we do not consider them as 
great a competitor as the growers of Ontario and Quebec. 

Q And they sell in Nova Scotia also? 

A Yes. 

Q You have a market of a million and a half people 
in Montreal, have you not? 

A I believe that is about the population. 

Mi, SINCLAIR: hav is all. 

MR. O'DONNELL: No questions. 

THE CHAIRMAN: Mr. Covert? 

MR. COVERT: No further questions. That is all, 
Mr, Sutton. The next witness is Mr. John R. Bigelow who 


Will :deal with the lumber industry section of the brief. 


JOHN R, BIGELOW, Called 
EXAMINED BY MR. COVERT: 


Q Mr. Bigelow, would you tell the Commission your 
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position? I believe you are the Secretary-Manager of the 


Maritime Lumber Bureau. Is that correct? 
A That is correct. 
Q Would you explain to the Commission the functions 


Om ciat bureau? 

A The Bureau is set up as a clearing house of 
information for the lumber industry of Nova Scotia and 
New Brunswick. Strictly speaking it is a trade associa- 
tion, but we do a certain amount of negotiating and 
selling for the industry in certain markets. 

Q How long have you been with that Bureau? 


A Since 1946, three years. 


CROSS-EXAMINATION BY MR. SINCLAIR 


Q Mr. Bigelow, do you manufacture ordinary housing 
lumber? 

A I do not; the members of our Association do. 

Q I mean that. You speak for the Association. 


Your Association does. The answer is yes? 
A Yes. 
Q What generally is the type of lumber you produce, 


the variety, the specie? 


A It is commonly called rough end dimension. 

Q Is it spruce? 

A Several species, spruce, fir, pine and hardwoods. 

Q Where is your principal market in Canada? 

A In Canada domestically in Nova Scotia and New 
Brunswick, 

Q Do you ship any spruce or fir to Montreal or 


Toronto? 
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A Small quantities of the lower grades. 

Q Is your competition in that market from British 
Columbia lumber? 

A Well, 1 would not know. 2: would take it that 
2% is, and the production of Ontario and Quebec. 

Q Do they produce fir? 

A Are you referring to balsam fir or Douglas fir? 
I assumed you meant balsam fir which is the Maritime 
species. If you mean Douglas fir we do not produce it. 

Q But your lumber meets hemlock grades from 
Percuiscn Columbia, does it not? 

A It would be in competition with hemlock. 

Q Now, I have the rate from Chipman, New Brunswick, 
to Torontd,, 40,000 pound carload minimum, distance of 
336 miles, 36 cents a hundred. Is that about right? Is 
buat correct? 

A Paat osomy inipression. am not, an sexper: on 
Paves, but that would be about right. 

Q From Vancouver to Toronto, 50,000 pound minimum, 
Pediecance of 2,096 miles, the rate is $1.07. From 
Nelson - interior lumber - to Toronto, 50,000 pound 
minimum, a distance of 2,326 miles, the rate is 98 cents. 
From Edmonton to Toronto, 50,000 pound minimum, a distance 
Gi 2,00] miles, the rate is 94 cents. That is all. 

CROSS-EXAMINATION BY MR. FRAWLEY 

Q Mr. Bigelow, somewhere in Mr. Matheson's brief 
he states that the Ontario-Quebec scale for moving lumber 
is now the scale used in the Maritimes. Is that approxi- 
mately correct? 


A I do not know what you mean by the Ontario-Quebec 
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scale. Do you mean on a measurement basis? 

Q No, they have what they call constructive mileage 
an central Canada. 

A I would not know anything about that. 

Q Have you ever looked into the rates for moving 
lumber distances of 400 or 500 miles in Ontario and 


Québec as against moving it in western Canada? 


Page 3830 follows 
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A. Not in any intensive way, no. 
Q. Let me give you a few comparisons, and you can 
tell me if the same scale applies in the Maritimes. You 


do have the same central Canada scale which goes way back 
mito antiquity. The rate on moving lumber from 
Athabaska, Alberta,to Heath, Alberta, 222 miles, is 2C¢; 
and from Mont Laurier, Quebec, to Finch, 
Ontario which is a distance of 230 miles, the rate is 
173 cents. You have something similar to that? 

A, As far as I know those rates would be similar 
to ours. 


Q 


Ye 


You do enjoy, in the Maritimes, that same 
constructive mileage scale which is used in Ontario and 
Quebec to move lumber? 

A. I do not know what the constructive mileage scale 
is, but the rates you have mentioned are somewhat in line 
with the rates here. 

Q. At 419 miles from Athabaska, Alberta, to 
Saskatoon, it is 27¢; and from Mont Laurier in Quebec to 
Peterborough, Ontario, 419 miles, it is 2l1¢. 

MR. SINCLAIR: @. Do you ship lumber to the 
United States? 

fe. Oh, yes. 

Q. Where is your principal market there? 

A. It is greatly scattered; but the principal 
market is what we call the New England area and 
metropolitan Boston. 

THE CHAIRMAN: Q. The New England area? 

A. Generally, and metropolitan Boston, 

MR. SINCLAIR: Q. And the American price of 


lumber is higher than the Canadian price? 
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A. That is quite a generalization. But generally 
speaking, 16 is, yes. bomber, -Olecourse, 15 a peculiar 
term. 

Mie. “SENCUATR: “Thank youl. 

MR. O'DONNELL: That constructive mileage scale 
is an actual mileage scale. 

MR. FRAWLEY: It is a lot cheaper than it is 
in Western Canada; there ig no doubt about that. 

MR. COVERT: I think we should have that fixed 
Or the record right here. Perhaps Mr. Matheson could 
weak mac. It might beindicated that, when you use the 
term "constructive mileage scale", that 130 miles -- you 
are not suggesting that, are you? 

MR. FRAWLEY: No. It is a quite different kind 
of constructive mileage. Mr. Matheson is aware of the 
fact; and I think that Mr. Jefferson -- than whom there 
io nO ereaver authority --— called it 4 constructive 


Mileage, or constructive lumber scale. 


MR. MATHESON: I would not call it a construc- 
tive mileage scale. Probably you are confusing it with 
a construction mileage scale. 

THE CHAIRMAN: What is the thing? 

MR. MATHESON: It is just an actual special 
mileage scale which is applicable to lumber. 

THE CHAIRMAN: Does it apply all over Canada? 

MR. MATHESON: It applies in Ontario and Quebec; 
and the same scale is applicable in the Maritimes, except 
that it is 20% below the Ontario and the Quebec scale. 
Our scale is lower. 

MR. FRAWLEY: And it is better! 


THE CHAIRMAN: Can you tell us about the 
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western provinces? 

MR. MATHESON: I have not gone into the western 
Fave sCales fOr some time, sO L[ wollld notvbe insa position 
co do “So. I have not checked them; so any evidence I 
would give would be more or less based on memory, and I 
wouldn't want to do that. 

THE CHAIRMAN: Very well. 

MR. COVERT: @. Now, Mr. Bigelow, I think that 
the main market of the provinces of New Brunswick and 
Nova Scotia is the United Kingdom market? 

A. alge Vey ens Ne Ms Caled 34 

Q. And you say that your main market in Canada is 
Within the Maritime territory; and your market in Ontario 
and 2uebec -- do I understand you to say that it was 
mostiy for the lower grades? 

A. It is confined to lower grades, to low value. 

Q. Would that be fir and spruce? 

A. Pawsan, 117 and Spruce Muse be aneerted there. 

Q. Would you not be in competition in that respect 
with British Columbia on that type of wood at all? 

A, No. Very high grade woods are the ones which 
come east. 

Q. I assumed that they could ship the lower grades 
from British Columbia for that distance? 

ie The relative value of the woods which come east 
from British Columbia would be three times the va@lue of 
the woods which go west from here. 

MR. SINCLAIR: Q. You must have overlooked the 
evidence which we got in British Columbia, when they” Were 
Shipping ordinary building lumber, hemlock, from Britiésh 
Columbia into the central Ontario market. I think that 


Was evidence which was given in British Columbia; and tha ?% 
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was the reason why they wanted lower rates. 

Meee we Ordinary building. lumber, but tt ts, of 
high value because it is kiln dried and it sells at a 
very high price, whereas ours does not. 

Mine COVERT: Q. That is not the type of lumber 
you sell in Ontario and Quebec markets? 

Ay No. 

Q.ISuppose the chief competitors in the market 
for this British Cogumbia lumber of the higher grade 
would be Ontario and Quebec themselves? 

Perce, 8nd Americar points. 

Q. And your main competition in the Ontario and 
Quebec markets would be from Ontario and Quebec? 

Pree rom 10cal production. 


Q. And would that apply to both the higher and lower 


ewe do not ship the higher grades. 
Ge What sbout the trucking of lumber? 


A. The domestic market is probably served eighty 
to ninety per cent by truck, so far as the statistics 
we have show. The domestic Nova Scotia and New Brunswick 
traffic and the movement for export, moving to ports for 
shipment, is truck moving, and truck moving is gradually 
enereasing on that. 

Q Could you, perhaps, tell the Commissioners 
whether trucking is regulated here, so far as the price 
1s concerned? 

A. No. There is no regulatory body, that we are 
G&were of. 

MR. FRAWLEY: Q. Have you any agreed charges on the 


lumber scale? 


: eee 


: on ‘ 
via a ee ener ud sh ra | oye ¢: a 


yu a Ae aT yt “, Ey . % oe ba ew au y 7K =f 


z Ce 
en eg es 
toves & #0 
: ’ ‘ 
« = loge’ « ow Pe 
a) test ie wa es 
1 ‘ : 
fear 
~ 
i ae 
a fy ee! ge 
F 
< T 2 ¢ 


ar erat 
‘ 


bi buys i 
- Pee : 
ht SA yt 4% * aes iy ve ae S 
- i ah 
ey el ea ‘yaett wat haan 
a» aakt 0 antes 
A , , et e ei yan JOY ie fe oe a. 
Lf ier an, ape Ric be: w 
qt bageaiuvaest é2 saniont 28 fae 
ra 
: : a ey, ee 
rs : ts Cypser eg’ cyt 


= 3000 Mr. Bigelow,cr-ex 


os Not so far as I know. It is done by truck. 

Qe Nor. (YO. I mean, on the rail; have you any 
agreed charge for moving lumber on the railroads in the 
Maritimes? 

A. I do not know what you mean by “agreed charge". 

MR. O'DONNELL: I am informed that they have 
none. 

MR. COVERT: QQ. Is there any lumber trucked 
from here to Toranto, Quebec and Montreal markets? 

A, Not so far as I know. I never heard of one case, 

MR. SINCLAIR: Q. Do they not ship it by water? 

A. Well, they do the pulpwood. 

THE CHATRMAN: Q. Are you saying that there are 
shipments made by water? 

A. Pulpwood moves to the central Canadian markets by 
water, but I am not aware of lumber moving that way. 

MR. MATHESON: @. In the Toronto and Montreal 
markets, Mr. Bigelow, have you any knowledge of the 
quantum that might be trucked from Quebec and Ontario 
S°urces, in the vicinity of those markets? 

A. No, Mr. Matheson. We would not have any par- 
ticulars of that. 

Q. ecce. 

MA; GENCLAIR: @. Is >the rave different on 
high grade lumber than on low grade lumber? 

Bs Not from the Maritimes west. 

THE CHAIRMAN: . You are talking of railway 
rates now? 

ae That is right; railway rates. 

MR. O'DONNELL: While we are talking of trucks, 


I asked Mr. Morrow if he would be good enough to get me 
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the name of- the trucking service referred to in paragraph 
6 of the Fish Packers' Association brief as set out and 
incorporated in the brief which Mr. Matheson prepared, at 
page 109. I understand that Mr. Matheson merely incor- 
porated that brief into his; and at page 109, paragraph 6, 
it says: 

"Transportation by regular truck service has 

also been inaugurated between Halifax and Montreal and 
is proving satisfactory." 
I asked if he would obtain the name of the trucking service. 
there is only the one trucker, and his name is Gordon A. 
Mills, 24 Drummond Court, Halifax. This information was 
given to me by Mr. McKee, who is present here today in the 
room, and who is associated with Mr. Mills. 

Mr. McKee, you are an officer of the Association? 

MR. McKEE: Yes. | 

MR. O'DONNELL: There is only one truck involved, 
a truck which runs on a weekly service to Montreal, which 
it has done for some time, It now runs to Boston’ ‘are 

Mace its first trip last Saturday. That 18 the extent 
of the trucking service referred to in paragraph 6 of the 
brief, 

MR. SINCLAIR: I understand there are no further 
witnesses, and I would like to say why the questions I 
have put were directed to the statements which they made 
at the top of page B of the brief, of Mr. Matheson's 
brief. 

THE CHAIRMAN: You say the questions you have 
put are what? 

MR. SINCLAIR: I was relating them to the state- 
ment which was made, reading as follows, at the top of 


page (b): 
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"The transportation factor is inextricably 
invOlved in, the extent to, which ‘the products. of 

the Maritimes from fishing, mining, agriculture, 

forestry and manufacturing, can participate more 

or less in the Canadian and United States markets. 

A disadvantage in rates to Maritime producers, as 

compared with other producers variously situated, 

requires a compensating advantage." 

THE CHAIRMAN: Now, Mr. Covert? 

MR. COVERT: May we not continue with Mr. 
Matheson? 

RAND H. MATHESON, recalled 

Mia eCOVERT: .@. “Mr. Matheson, 1 was *déealing 
with the recommendation on page 77 of your brief, and there 
are a few further questions I want to ask about it. You 
Ferer to the distance from the markets, and so on. Now, 
in some of the western briefs it was alleged that natural 
advantages, such as proximity to the market, should be 
retained. In other words, you keep your advantages and 
suffer from your disadvantages. Do you differ from that 
point of view? 

A. The national background in connection with our 
Intercolonial Railway was toafford persons in industries 
tO get into the markets of central Canada. Pate: one 
basic principle. I think that answers your question. 

Q. Hhiat is. basic. So, you would take issue with 
that statement, would you? 

Pies Keeping in mind those fundamental principles. 

Q. Now, the next one is on pages 79 and 80 of your 


brief, At the very bottom of page 79 you recommend: 
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" . . . that the Board should be vested with wider 
Supervisory responsibility in the public interest 
with power - 

(a) to establish rates for the development of the 
natural basic products and associated enterprises; 
and 

(bo) to investigate and determine the incidence of 
the railway charge on production costs." 

Again, you seem to restrict that to basic products and 
associated enterprises? 

A. Those words are directly quoted from the 
recommendation of the Duncan Commission. I have incor- 
porated them here, and I think that is the way the report 
of the Duncan Commission reads: natural basic products 
and associated enterprises. 

Q. Yes. And when you say that the wider supervisory 
responsibility in the public interest, and when you give 
them this power to establish rates for the development of 
the natural basic products, that means that they should 
be able to approve of rates to encourage industries in 
certain areas? 

A. I believe that is what is intended, or what I 
intended, and that is, if an industry finds that it is 
having difficulty, rate-wise, in order to obtain access 
to the markets, it should make a submission then to the 
Board; whereupon the machinery would be started to 
Operate to investigate, and then, you see, whether their 
Situation be one which justifies or whether it might not, 
would be another factor other than the transportation 
costs, which might be a deterrent, in the case of these 
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THE CHAIRMAN: Q. You have not a market where 
there are competitors from another areca? 

A. Ina wes xcorrect. 

Q. But what about those competitors; what about 
their interests in the case? 

Mi sCOVERTs« Qo Thateis whet wy was coming: to. 
You may ups tor you might upset the competition in another 
area by disturbing the market pattern. For instance, take 
the case of lumber coming in from one production area 
and lumber coming in from another. Apparently you are 
assuming that the Board would investigate the situation to 
See ewietner orm not .a.certaim industry, asbasiec industry, 
is harmed, rate-wise. Supposing they granted so much to 
them; would that upset a competitor in another area? 

Ay, That would, of course, involve giving the other 
Competitor, so to speak, an opportunity to come into the 
Situation as well,or, at least, to appear before the Board 
and to make known his particular case. And if it should 
appear that the other industry would be also affected, 
then it would necessitate the weighing of all the facts 
to determine whether the situation justifies the 
Pectification. I appreciate that there would be some 
difficulty in that respect. 

Q. Do.you insist, presumably, in any such case, 
that all sections of the country, where industries of 
that nature were involved, would have to be notified to 
appear? 

A. That is right. And I would like to give that 
particular aspect a little more thought. 


MR. O'DONNELL: So would we all: 
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THE WITNESS: And submit a further statement on 
24: 

THE CHAIRMAN: Q. You could tell us later on 
what solution might be found for this? 

A, ves, Mr. Chairman, 2 would Vike to do: thar. 

MR. COVERT: Q. Do you think that the Board is 
eduspped with surficient staff and facilities, and so on, 
to deal with matters of that kind now? 

A, At the present time? It is my view that they 
ere nov equipped to deal with matters of that kind. 

COMMISSIONER ANGUS: Q. Would your recommendation 
assume that the Board might investigate the technical 
eaoccacncy Of an industry, when it applies for relief in 
rates? 

Ne Welt, to say, for example, that the industry, 
distant-wise -- that industry might be at a disadvantage; 
weorye +> Mien pe an “inefficient industry. And I think 
that the Board should have an opportunity to look into it 
to see that they are endeavouring to be efficient, and 
er etne Board finds that they are not being efficient, 
from poor management or otherwise, then, why should they 
be assisted, rate-wise? 

ae The Board would need a fairly large staff to 
be able to do that, would it not? 


AY Le some be thas 


(Page 3845 follows) 
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Q. Along the same lines, at the bottom of page 
80 and the top of page 81 you say: 
Meese ees amendments should be made in the Railway 
Act and related legislation bestowing specifically 
on the Board wider supervisory powers making it 
mandatory for it to give due consideration in 
connection with any rate adjustment to - 
And then you list four things: 
"(a) the conditions which at any time prevail in 
industry to the end that commodities may move 
freely". 
Now, are you suggesting that one of the prime considerations 
should be the free ovement of goods? And I was wondering 
if you were tying that in with the statement that you 
have in volume 2, Mr. Kelly's statement before the Senate? 


A. That is correct. 


THE CHAIRMAN: ~ Q. When you say that commo- 
dities may move freely, does that mean in all directions 
freely? 

me Yes, Mr. Chairman. 
Q. Into the maritimes and out of them? 

A. Yes. This is a general provision, and not 
just a maritime provision. Appendix 1-B of Exhibit 47. 

MR. COVERT: Q. Appendix 1-B of Exhibit 47: 
DO you think that the railways in this country, being 
trans-continental in character, are comparable to the 
regional railways in the United States? And in connection 
with that, while you are answering it, I would like you 
also to consider the question of whether or not the 


‘market competition is not the main factor dealt with 
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by Mr. Kelly -- 

THE CHAIRMAN: By whom? 

MR. COVERT: By Mr. Kelly. That is Appendix 
1-B. There is a statement by Mr. Walter J. Kelly 
to the Senate Subcommittee. 

THE WITNESS: It is quite a long question, Mr. 
Covert: I cannot. just follow it. (Would you mind 
repeating it? 

Q. You say: 

"(a) the conditions which at any time prevail 
in industry to the end that commodities may move 
freely". 

Now, Mr. Kelly gives examples; for example, take one 
on page 2, which I think had to do with the movement of - 

A. Sugar? 

THE CHAIRMAN: Whereabouts on page 2 is that? 

MR. COVERT: Lt ts: Appendix, 1 pagesc, end it 

is the 6th paragraph down, Mr. Chairman, appendix 1-B. 

THE CHAIRMAN: Where it says, "This principle 

rests"? 

MR COVERT s “Yess. 

Qe “sunecsseeseWild enable producers jocaced at 
points distant from the principal markets to compete 
with producers located nearer such markets, thus 
encouraging nationwide competition and stimulating 
the movement of traffic." 

Then he gives an example of rates, for example, 100 

Miles 70¢, 500 miles, which is five times the distance, 
twice the rate, $1.40, and 1,000 miles $2.13, practically 
three times the price and ten times the distance. Now, 


I was wondering whether you had the same thing in mind. 
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A. Yes. in Canada, with two transcortinental 
railways, I think that is one of the themes in connection 
with my recommendation in regard to the Intercolonial 
Railway. If they make an alteration in rates say in 
the central provinces, then as a result of that 
alteration the other territories would all clamour 
for the same adjustment. Now, in the United States, 
with their heterogeneous network of railways converging 
on large centers, and each railway endeavouring to 
protect their own industry, they are always watching 
in order to develop the movement of goods on their 
Own lines to those particular markets. In these 
specific illustrations which you have given there is a 
case on rates on sugar, there are cases on salt, 
Oranges, grapefruit, and so on. 

Q. What I was coming to was, it seemed to me from 
reading Mr. Kelly's statement that his main theme was 
competition. In every case that he mentions it seems 
to me that competition is -- 

THE CHAIRMAN: By producers. 

MR. COVERT: Yes. 

RibeWitTNeSSs: That is, competition, for example, 
to enable the grapefruit growers in Florida to get the 
Chicago market, and to enable the grapefruit growers 
in California to get into the same market. 

MR. COVERT: Q. Are you suggesting that if 
the same principle were applied in Canada that might 
lead to people in all parts of the country shipping 
to the centers and encouraging long-haul traffic? 

A. Definitely; I am quite in agreement with 


that -- endeavour to encourage the movement of trade 
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right across this narrow strip of ours, right across 
the Dominion of Canada. 

Q. What I want to find out, then, is whether 
you think that is as possible with railways that are 
transcominental tm character as in the case of the 
regional railways in the United States? 

A. NO, it is not to the same degree. They are 
running a greater risk of repercussions in respect of 
unjust discrimination and what have you, and also they 
must look at the over-all revenue. They might feel 
that the quantum of revenue from a certain point is 
BO small that if they did that, where they are getting, in 
another area, a fairly large quantum of revenue, their 
Howes net Tevenue: would be decreased as a result of 
that general adjustment. 

Q@. Is there perhaps such a thing in the United 
Seates as the railroads putting in rates that will 
assist the industries on their lines? 

Aw Theat is whet they do im the United States. 

Q. Iwas wondering if you had that in mind when 
you were talking about the eastern lines being under 
Separate management? 

A. That is definitely what I had in mind. 

Q. Do you think that would encourage, for instance, 
long-haul traffic from the maritimes 

A, Well, that is the purpose I had in mind. 

THE CHAIRMAN: Q. What is your answer: 

MR. COVERT: That is the purpose he had in mind. 
THE WITNESS: That is the purpose I had in mind. 
MR. COVERT: Q. Now, that seems to me to be 


a different answer from the one you gave yesterday when 
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the Chairman was discussing with you the question of 
whether or not a simple amendment to the Act would 
Der juev ras "errective 4s going to all the trouble ito 
segregate the eastern lines and put them under 
separate management. 

A. This part, Mr. Covert, is dealing with the 
over-all picture of the Railway Act in general, 
and not so much as to the Maritime Freight Rates 
Act aspect. 

GQ. “Buc you "do “believe this, I take 1e from this, 
and you think it is important that condition (a) or 
your recommendation (a) be power given to the Board 
of Transport Commissioners‘ 

A. Definitely, to look into this whole field when 
they come to the question of making a rate adjustment. 

Q. "(b) 'the effect of rates on the movement of 

Evan Leepyeune (carrier Orrcearriers ior 

which the rates are prescribed'". 

Now, that, I gather from the footnote, is in the 
Interstate Commerce Commission Act? 

Ax ‘Thateisopighe: 

QO.) Now, do ovou think that the B.T.c. has: now 
the power to look at the effect of rates on the 
merenent of traffic by the carrier or carriers for 
which the rates are prescribed? 

A. They have very sweeping powers, as you know, 
Mr. Covert, but the point about this is that I 
believe it should be definitely stipulated right 
in the Act. 

Q. I see. Now, I was wondering if there was 
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something particularly you had in mind with respect to that, 
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-- the effect of rates on movement. Have you in mind 
a market pattern, the creation of disturbance or 
effect it would have on a market pattern presently 
existing? 
we Nocwdnits 38 what I heave in mind, chav. 1.or 
exemple let us say the railways propose an increase 
in rates. The railways themselves, the managerial 
prerogatives, on available information, exercise a 
certain amount of judgment. They ere nou inradsi bic, 
and the Board themselves should be in a position to 
step in and say, "Now, we want these figures. We would 
like to appraise the situation. We can also look 
into the economic conditions surrounding this 
particular industry or industries as the case may be," 
and if on the facts before them they come to the 
conclusion that a 20% or a 30% or a 40% increase, 
as the case may be, may have detrimental effects 
and may impede the movement of traffic, then that 
is the purpose and intent of this particular section (b). 
Q. "(c) the rate relationships under which 
industries have been established and 
developeda;". 
It would seem to me that you would perhaps be suggesting 
that if there is a vested interest by virtue of a rate -- 
A. Well, take for example the rate structure 
that existed in the maritimes in 1912, before 1912. 
There were certain industries that were developed 
along with those rates. Then the question 
arises when a rate change is proposed, would the 
upsetting of relationships tend to restrict or limit 


the marketing area of that industry? That should be 
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foored anto. That is one of the principles behind 
Ree UUeStlonvOr arbitraries ‘as proposed in’ this brier. 
In connection with the port differential rate structure, 
that same principle is involved in maintaining the 
differential so that the various ports, for example -- 
that is another angle -- will be on a competitive 
Peete POT’ Creritc, and so on’. 

Oe Nene yourrlast one: 

"(d) the incidence of increases in worsening regions 

economically." 
thee Shoula pe something that they should be able to 
Hook ace before they, for instance, grant 4 horizontal 
percentage increase? 

2S MN Be viadeslyc eam h al aera 

je NOW, agai; 1 would ‘ask you, do you feel thar 
Phe board 18 statfed and equipped to deal with matters 
Or this kind as it is to-day? 

ae 1 do nov know to what extent they Mave increased 
the staff on the Bureau of Economics, so-called, or 
what assistance they have obtained, but I am certain 
that their rate department is not large enough in order 
to handle matters of that kind. 

THE CHAIRMAN: Q. Well, would you deal 

with a concrete case, Mr. Matheson? Suppose this 
investigation is made and the Board says to the 
railway, . "We cannot allow you to increase your 
rates here, because you are going to injure a certain 
business. What are you going to do then? Which is going 


to suffer, the railway or the industry? 
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A Then the Board can, as I see it, prescribe a 
basis of rates of a maximum amount that would, in their 
opinion, have a lessening effect. It might be the case 
that, between the railway and the industry, there might 
have to be a little bit of give and take in regard to the 
rate that’ might be established. There is a case perhaps 
where you might come to an impasse. I think that was 
referred to in one of the judgments in the general freight 
Case, LG mS epoOrved itm Lowi SOc.) ot ee Weel Ve 
you the exact reference. 

Q 15 what? 

A Judgments, Orders, Rules and Regulations of the 
Board. I cannot give you the page number now. I will 
have to give it later on. There are two cases with refer- 
eee (vO atu, - One! 1s. 27 JeOURy “eR andthe other ts. 15 
J.0.heoe ho Dwilb give you. the exact pages, 1 thought: 1 


had them here but unfortunately I cannot put my finger 


on them. 
Q You have not the names of the cases? 
A One is the decision in the general freight rate 


investigation, and I think the other is the Crow's Nest 
Case. 

Q What did the Board decide? 

A It was more or less an obiter dictum in connec- 
tion with a situation arising where an industry would be 
detrimentally affected, and at the same time where the 
railways required the revenue, that some steps would 
have to be taken in connection with national policy, 
ana it referred speciricably jin..b/ J. O.n. ewes an 


illustration of that to the Maritime Freight Rates Act. 
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Q What you say sounds as if the Board were doing 
this very thing today, considering these things? 

A That was in connection with this impasse where 
the industry said that it could not stand any extra rate 
and the railway said that they needed the increased rates, 
and they reached an impasse, 

Q What you have just said means that the Board 
Yight today is considering these things? 

A To a certain extent, but I do not believe -- 

Q What do they do when they are confronted with 
such a case? What did they do in these two cases? 

A In the first case, if I remember, it had to do 
with the Crow's Nest rates, the application of the Crow's 
Nest rates to Pacific Coast ports, and they granted the 
Crow's Nest rates. As to the other it was just a mere 
statement in the decision, and no action was taken on it. 

Q Wes can’ read’ the’ cases. 

MR. COVERT: 7 Two thoughts occur to me with res- 
pect to this. The first is are they not bound to run 
into claims of discrimination from other industries and 
regions if they put in a special rate to protect an 
industry in an area that may be -- 

A Under your transcontinental railway setup today 
that is quite correct, and that is one of the reasons why 
I am suggesting the Intercolonial Railway, to go back to 
this old basis. 

Q Again I raise that question with you. It seems 
to me that here again you are practically making an 
economic planning board of the Board of Transport Commis- 


Sloners. How do you feel about that? 
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A ONyL resi ly donot want to ‘go that Tar,” to 
suggest that it should be an economic planning board. I 
just do not like those words "economic planning". 

Q I would be very surprised to hear a Maritimer 
who would. What I am trying to get at is it does seem to 
me that if you find powers like that in the Board - for 
instance, you say: 

"the incidence of increases in worsening 

regions economically" 
Then if you take your original statement you say it will 
be mandatory - perhaps that was in the one before it. 
You say: 

"Then amendments should be made in the Railway 

Act and related legislation bestowing specifically 

on the Board wider supervisory powers making it 

mandatory for it to give due consideration in con- 
nection with any rate adjustment to" -- all these 
things. 
It occurs to me that perhaps you say they are 
doing it now without planning? 

A Yes, Ireally believe they are, but I believe 
that it should be definitely stipulated in the provisions 
of the Railway Act along the lines as suggested here, 
fo, bs GC and D. 

Q On page 82 at the top of the page in the 
second line you have pointed out the views of the I.C.C. 
in maintaining rate relationships and the widest possible 
distribution of the products of each plant and each part 
of the country to promote the free movement of traffic 


and a large degree of competition over broad geographical 
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areas, and you have pointed out the failure of the 
M.F.R.A. to do this, and you recommend some measure to 
permit the recognized statutory policies inherent in the 
construction and operation of the Intercolonial to be 
reestablished ‘in the public interest. That is your point 
again, that with the Transcontinental Railways you cannot 
do that, and with a regional railway you feel that they 
would be better off here? 

A For rate-making purposes only. 

THE CHAIRMAN: Does this quotation not ask for 
the widest possible distribution of the products of each 
plant and each part of the country thus encouraging and 
promoting the free movement of traffic? That must mean 
tnweali directions; east, west, north and south, not only 
from down here to central Canada. 

MR. COVERT: But also from central Canada down 
here. 

TH CHATRMAN::: Yes, ic ‘fol lowsk 

THE WITNESS: Yes, and following that through, 
Mr. Chairman, of course we say -- 

THe eCHATRMAN +: AQ Why ‘Can ithats policy not bs 
carried on today in Canada by the railways as they are? 

A Welles as; seek, Mraochairman, the-difiiculty 
is, for example, if they put in a rate to meet competition 
between two points in Ontario, and that competition does 
not obtain from another point, although they are producing 
the same commodity, and there might be another point - 
we will say Winnipeg vis-a-vis Halifax. They could not 
very well put it in from one point without putting it 


in from all points, equalizing all rates, and the question 
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then arises from the whole revenue viewpoint, would they 
recoup sufficient revenue by these reductions to make up 
for the loss and leave it as the status quo that existed 
at the time? 

MR. COVERT: Q. I do not think you have answer- 
ed the Chairman's question. I gather he wants to know 
why you cannot do it with the transcontinental system 
without putting in separate management of the eastern 
lines for rate-making purposes? 

THE CHAIRMAN: Q. Yes, I was addressing myself 
to these words, "widest possible distribution", which 
you seem to aspire to since. you quote it here, all over 
the country, not only the Maritime Provinces but every 
parverot the country, for each plant, and «so on. Is 
there anything to prevent that being done today by our 
transcontinental lines? 

A There is nothing to prevent that unless they 
create unjust discrimination or preference. 
Q Weil, of course: 

COMMISSIONER INNIS: Q. Do you suggest there 
might be competition between different sections of the 
railway itself, that is to say, a nailway anxious 

to bring British Columbia lumber, and a railway 
anxious to bring Nova Scotia lumber into the central 
provinces is really competing against itself? 

A iat ts VL ene. 

Q And is it your view then that the western 
area might be preferred by the railway, the monopoly 
position might be given to the west rather than to the 


east? 
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A Would you let me think that question over, Dr. 
Innis? 

THE CHAIRMAN: Will you proceed, Mr. Covert? 

MR. COVERT =/ I was wondering if this strip 
economy, Mr. Matheson, had raised any difficulties that 
are not inherent in the situation in the United States? 

A Well, yes. I think in the United States they 
have - I have uséd this word before and 1t is a sort of 
monotous repetition - a heterogeneous situation. The 
railways are criss-crossed all over the place. In Canada 
they are like two strips running across the country, 
whereas there are markets north and south, east and 
wesc. an the United States. It 1s a4 different layout 
altogether. 

Q Now, on the same page you suggest that the 
£.C.R. - this is in recommendation form - should be a 
separate entity for rate-making purposes only. 

THE CHAIRMAN: What page? 

MR COVERT: It ison page 62. 

TUES CHALRMAN: “Ohta. yes, 2 sec. 

MA. COVERT: It is the last paragrapn. 

Q You say for rate-making purposes only so as to 
Poimude Toronto, Ontario and such other points in 
Ontario necessary to make the system function effectively, 
and included in that is the suggestion that the manage- 
ment would be located at Moncton, New Brunswick, and 
there would be the retention of any statutory advantages. 
The first thing I should like to ask you there is that 
you say Toronto and such other points in Ontario neces- 
Sary to make the system function effectively. What do 


yOu mean by that? 
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A What I had in mind there was any other point. 
For example, you might have taken Windsor, but I have 
chosen Toronto because that is more or less the hub of 
the Ontario area, and the hub of where the greatest com- 
petition prevails. 

Q Does that really amount t0 an extension to that 
area instead of to Levis and Diamond Junction? Is that 
what you have in mind? 

A Yes, Levis and Diamond Junction are actually 
the terminating points of the Intercolonial Railway. 
Then from Diamond Junction to Montreal they only had 
running rates over the Grand Trunk, which is now the 
Canadian National Railways, and by extending it on to 
Toronto it would be extending the same arrangement that 
had existed before when the Canadian government railways 
Were a Separate operation. That is all. 

Q You say this is for rate-making purposes. 

You do not mean to extend the selected area? 

A No, the select territory would still remain as 
it is at the present time, Diamond Junction. 

Q But whenever this separate entity for rate- 
making purposes wanted to make rates they would go before 
the Board of Transport Commissioners and they would be 
dealing with rates in that area up to Tovronto or such 
other point as was selected. 

A Correct. They would file their tariffs with 
the Board of Transport Commissioners in connection with 


any rate they wished to implement up to Toronto. 


Page 3865 follows 
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ae I am puzzled as to what various other regions 
in Canada would think of a thing like this, and as to 
whether or not there would not be many other regions 
which would want similar advantages? 

Ave My reply to that question is’ that it stili fits 
in with the purpose and intent of the Intercolonial 
Railway, except that we are asking for running rights 
beyond Montreal. 

THE CHATRMAN: Q. You are bound by the Maritime 
Freight Rates Act, and what is set out in that Act? 

A. Wigs rien. 

Q. Yet you say, if there was another railway? 

A. Under the Railway Act as constituted. 

Q. Unless some other part of the area felt that it 
was being discriminated against, on that same railway? 

A. Pauwels Picnt. 

Q. They could not discriminate along the length of 
their own line? 

A. No. 

Q. So, it »eems to me, that what you really want is 
some way whereby you can get to those markets legally; and 
I think the simplest way is to amend the Act and to say: 
this can be done without its being considered unjust dis- 
crimination? 

A. That is the point. 

THE CHAIRMAN: Will you proceed, Mr. Covert? 
MR. COVERT: Q. On page 84, at the bottom of 
the page, you say: 
"As a complement to the proposal enunciated, 
it is also recommended that the 'normal' class 


arbitraries over the rates from Montreal which 
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existed prior to April 8, 1948, from stations west 

of Montreal in Ontario territory to stations in the 

Maritimes, using Saint John as a base, be maintained 

in relation to any general percentage increases that 

might be prescribed, and where commodity rates are 
published such arbitraries be applied as maximum over 

Montreal at the class of the commodities so treated;" 
Now, this is, apparently, referring to eastbound rates? 

A, Yes. The reason why I refer specially to 
eastbound rates is because eastbound rates represent today 
the so-called normal rates with respect to 
westbound rates, for the purpose of reimbursement under 
the Maritime Freight Rates Act. 

Q. On page 74+ you refer to westbound rates? 

A. Between Maritime points and stations. Now, 
once you have got your eastbound normal you apply your 
Maritime Freight Rate Act; and then you obtain what would 
have the effect of maintaining your westbound arbitrary, 
as illustrated in that illustration which I have on page 85. 

Q. The whole purpose of this is just to maintain 
this statutory advantage that you have now, or which the 
Maritime Freight Rates Act purported to give you, into 
the central provinces? 

A. Re Of Appl, 7y 1945. 

Q. Now, then, referring to the eastbound,that is 
the point I do not quite follow yet. 

A. One of the things about the eastbound rates, for 
example -- somebody mys: One proposal was -- let us 
reduce the rates under the Maritime Freight Rates Act by 
30% instead of 20%. That would tend to maintain, xkz 


relatively, some of the rates that existed prior to 
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April 8, 1948, 

By so doing, you would not ease the impact of 
horizontal percentage rate increases in relation to 
commodities coming eastbound which, by maintaining your 
arbitraries, are commencing on the eastbound basis, and 
by applying your Maritime freight rates to that and 
maintaining your discrimination -- generally speaking -- 
under the Maritime Freight Rates Act -- then you lessen 
the impact of horizontal percentage increases both 
eastbound and westbound, so that our consumers in this 
area would also not be prejudiced. I won't say "pre- 
judicially affected", but rather suffer from increased 
costs. 

Q. They would then bear the same burdens as the 
other people, if the arbitraries over Montreal were kept 
the same? 

A. Yes’. Your arbibrary is kept constant; and 
applying your 20% reduction on the Maritime Freight Rates 
Act, would have the effect of keeping the arbitrary 
westbound constant. There might be cases where there 
would be variations in that, to balance’ 1t out in, order 
to get a proper balance. 

@. Now, on page 85, in the last paragraph, or the 
paragraph before the one beginning "The recommendation"; 
you say: 

". . . basic and primary commodities, including 
foodstuffs, from uniform percentage increases by 
means of alternative measures when it appears that 
persons and industry might otherwise be prejudicially 
affected or handicapped." 


Have you any alternative measures to suggest other than 
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what you have already suggested, I believe, in the form 


of a percentage or a fixed maximum or a low percentage? 


A. Or just a flat maximum. No, I have not anything 
further torsugecst, I think that is the common basis of 
application. 


any Then, on pages 86 and 87, at the bottom, you 
Suggest, take page 87, right in the middle of the page -- 
you suggest three ways in dealing with whether or not 
this, approximately, 20% should be increased percentage- 
wise; you say it can be approached three ways. First, by 
maintenance of the class arbitraries over Montreal; and 
then, “as avsecond.one, which you suggest, an analysis of 
e€ach=rate factor and a multitude of facts. And you 
give a third, to extend the selected area to the whole of 
Canada? 

A. Yes. These are proposals which have been made. 
My basic proposals are the ones which I have in connection 
With the arbitraries, but these other proposals have been 
made in preliminary briefs of the Government, and I am 
just discussing them and recommending that whatever basis 
is the best basis for the Board, then it has our support. 

Q. You would be prepared to discuss whether or not 
the maintenance of the class arbitraries over Montreal 
would be sufficient; but are you suggesting that it is 
necessary, perhaps, to extend the selected area over 
Canada? 

A. I would leave it to those who made these pro- 
posals. 

Q. You are just advancing them here and you say 
that they have been made? 
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Q. And on page 93, in the paragraph beginning 
"Publication of joint through rates between Canada and 
the United States has been of considerable benefit in the 
free movement of traffic between the two countries, and 
nothing should be done which would in any way disrupt the 

continuance of through rate arrangements." 

I think you suggest that the success of this 
depends on the greater liaison between the Board of 
Transport Commissioners and the Interstate Commerce 
Commission. Are you suggesting a joint international 
rate board on freight rates? 

A. Whichever method would be the most satisfactory. 
There is quite a lot of controversy over that, and there 
has been in the past. But I am suggesting that whatever 
basis might commend itself to the Commission, without 
making any specific suggestions as to the one which might 
be better handled through better liaison between the 
Board and the Interstate Commerce Commission, the same as 
during the war. 

At that time there was very close liaison between 
the Department of Munitions and Supply and the correspond- 
ing department in the United States set-up. So I suggest 
that it might be done through some sort of joint com- 
mission, 

Q. In the case of a joint international board, 
would there not be apreponderance of interest on the 
part of the Americans? 

A. That is marie se this has been discussed, 

Q. Poseibly the, fact the United States rate 


structure would be forced on Canada? 


A. It is already forced on us and I do not know if 
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it could be forced any more on international rates in 
eastern Canada. Any increases which have been 
effectuated in the United States are automatically applied 
on international rates, and we have an instance now where 
the division of rates over Windsor is lower, in some 
instances, than the through published rates. sO Lt is 
an anomalous situation, because a combination of rates 

is lower than the published through rates. That con- 
stitutes unreasonableness both in Canada and the United 
States, by rulings laid down both by the Interstate 
Commerce Commission and the Board of Transport Commis- 
sioners. 

Going to Chicago is a specific situation, and 
it is contained in the appendices hereto, and it is lower 
than the through rates. 

Q. And do you say that that is because there is a 
mack Of liaison between the B.T.C. and the 1,C0.C.? 

A. I would not say it is a lack of liaison alto- 
gether, but I believe that if there were a greater 
co-operation and liaison between them, they could sit 
down at a round table and some of the difficulties which 
they have could be resolved. 

Back in 1932 or 1933 ==-and 1 thinki ls Is 
important to mention it -- one of the rate cases, a 
temporary rate case, the Interstate Commerce Commission 
allowed a certain increase. I forget the percentage. 
And the Canadian carriers at the time did not participate, 
But the whole increase that was effectuated, accrued to 
the United States lines. 

Now, when in 1938 the ex parte Case 123 came 


into effect, on March 28, 1938, the same matter came up 
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again and there was some correspondence exchanged between 
the Board of Transport Commissioners. Chieti elrasn Lc 
Officer- and the Chief Traffic Officer of the Interstate 
Commerce Commission. The point was put forward that 
unless the B.T.C. concurred in the increase that was 
prescribed, the American lines would obtain the full 
amount of the increase and the Canadian carriers would not 
retain a cent. Or, alternatively,,.a combination of rates 


would apply over border points. 


(Page 3880 follows ) 
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Now, I have the correspondence in connection with that, 
and if the Board would like to have it for their 
Peroniey  COMmie would, De only too.glads to. files it. but 
that shows you the aituation that obtains and has 
Prevail tedhee IeGnink, of Course, pit. «a .sOMe instances 
it would be disastrous to have our special 
commodity rates,as I call them, on say potatoes from 
here to United States points cancelled and combinations 
applied over border points. That would represent 
an a large number of cases perhaps substantial increases. 
Yet at the same time there have arisen these 
anomalies which I point out, and I think it necessitates 
Sitting around a round table conference with some 
regulatory body along with railway authorities to see 
if they cannot mitigate the situation and rectify .the 
conditions that obtain 
GQalelhem on pace: 07: 
Ee he, ees that Maritime port rates be adjusted 
at the earliest possible date so as to reflect, 
during the period April to November of each, year, 
the relationships that existed with the port of 
Montreal prior to March 28, 1938. Such action 
would comply with Government policy associated with 
the encouragement of traffic through all Canadian 
ocean ports; it would be compatible with conditions 
and circumstances peculiar to Canada; and, moreover, 
HapROuUlLd Maintain the port ditterecntial structure 
when Maritime ports are actually competitive 
with U.S. ports. In addition to the readjustment 


4t is also important that there be appointed a 
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"foreign freight traffic officer for the suggested 
Intercolonial system, with headquarters at Moncton, 
Nb. "ihe ducvies “of such “an officer would inelude 
all those things necessary for the encouragement of 
traffic through Maritime ocean ports." 
What I was going to suggest, Mr. Matheson, first, was, 
wouldn't you probably be up against the American lines 
Simply reducing rates to New York and Saint John-Halifax 
basis if you got in a rate war? 
A. Well, I would not say necessarily a rate war. 
Pecve would reduce’ the raves, that-is all. They do that 
GOosdaye. FoOrrexeample, we are’ on the Same rate 
desis in the summer months, the summer rates published 
down to New York in the summer months from Western 
Cavario and Quebec points, and the tariff provides 
that those rates also would apply to the ports of 
Ce2nyronneand Halifax? “Nowy it is optional for them 
momen Thay competition if they wish. “Of course, if 
moey onare under-cutting, then that 1s “4 difterent 
Proposition. I) would not say that would precipitate 
Se raves war. ‘it would “be up to them to put those rates 
down themselves, but it would not necessarily precipitate 
aoraue war, in my opinon’. 
Q@. What has been the experience in the past? 
heevoOn Shistorically, quite a number of years aco, 
there was a rate war in which they got together and 
established this so-called port differential structure, 
but that would not necessarily mean that it would 
Precipitate a rate war, as far as I can see. 
Q. Now, on the second point, do you consider 
this appointment of a foreign freight traffic officer 


for the I.C.R. system as an important part of this 
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recommendation? 
A- Even if we had not had the Intercolonial 
system, I still think it is an important part of the 
recommendation, and I still think that there are a 
lot of railway men who would agree with me only 
they are probably not in a position to come out and say so. 
Q. You think that is important 
Aarho eas eens been so told: te me. 
Q. Would you mind telling the Commission just 
what you would expect to flow from such an appointment? 
Do you think it would mean more business? 
A. If we had somebody down in Moncton who would 
DenOtrectiy inverested in the traffic to the ports, 
ane TO TOlow up Che vperticular local problems in connection 
With the ports, and to look after the interests. 
Q. Do you mean to say that there is not that now. 
wee Ole Ose Ceorrain degree, but che auchorivy 
ie Luly wine the mands sof Montreal and the foreign 
Praitac departinenwa = 1. feit chat. way myself For 34 
considerable time. 
9. Now, starting on page 98 and extending 
on to page 99, dealing with the groups,in the maritimes, 
I am wondering if you are suggesting that there should be 
fewer groups still; I understood that they had reduced 
the number of groups before; is that correct? 
Apeeves) chat is true, @tothe Gime or the Maritime 
Freight Rates Act, on the basis that it was going to 
be filed as an Exhibit. I believe, now that there have 
been changed conditions, it would justify a reconsideration 
of their particular set-up distance-wise. Traffic 


conditions have changed, and perhaps what they did not 
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look upon at that time requires a different approach 
to-day, so for that reason I believe that this whole 
Prouping area should be looked into. It might not 
necessarily mean a reduction in the number of groups: 
Poimighy be the same number of groups, but in a 
review of the groupings that exist -- 

Q. YOu are suggesting that there are some anomalies 
that exist there to-day? 

A. Well, there are, yes. If you take it distance- 
Wiee> there is an anamoly in connection with the grouping 
Cue eakrince Bdward «Lsiand . 

Q. For instance, if you took Prince Edward Island 
eud meade One group out of it, I suppose they would want 
Pie rave Lor the lowest group? 

A. That would be logical, because in this particular 
Case the highest group at the present time mileage-wise 
Pomeegner tian cay from Halifax. 

@. Now, What is the average length of these groups? 

eel, “cney Vary. IL have notweot them broken 
down on a mileage basis so that I can readily put 
my finger on them, but I have them somewhere in my 
file here, Mr. Covert. 

Oe Well, just roughly. 

A. Well, they vary. You take the westbound group 
between Halifax, extending right from the border of 
Quebec down to Halifax, that is one group, going westbound. 
That mileage would be probably about 400 or 500 miles 
long. 

Pe wWhap liom trying to find out. 16, 15 there 
any difference in the treatment here than there is 


elsewhere in C nada? 


Cay 
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A. On, I would say that the grouping here is 
part and parcel of the Intercolonial Railway set-up. 
ig nas heen “built say a8 arbitrary basis. The groupings 
have always existed in connection with our freight 
Pate CUrUCvUre oo Loar as i can trace back. 

Q. Are you in a preferred position that way, 
compared Wien Oper presilons in Cenaga,, of in a worse 
position? 

AS Well; in regard to shipments to western Canada 
and shipments from western Canada eastbound, you have 
Bou thao Wwnole Territory from Montreal righnu down to 


Windsor blanketed, what we call Schedule A territory. 


(Page 3886 follows) 
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The mileage from Montreal to Windsor would be in the 
vicinity of around 600 miles or thereabouts, about 600 
miles, and at the widest point it is probably 300 miles 
in that particular territory. I am just Speaking from 
memory. That gives you the idea. 

Q What I was trying to find out was if there was 
some Special reason that you were putting forward in 
recommending a reduction in these groups. It seemed to 
me that you quoted there, seemingly with approval, from 
the statement of Mr. Weldon, that the number of groups 
might be reduced. I understood, of course, that some- 
thing had been done about that after that speech was 
made? 

A That was four groups westbound. At that time, 
on June 30, 1927, we had seven groups eastbound and seven 
groups westbound. As a result of the Maritime Freight 


Rates Act we had four groups westbound. 


Q Now you are suggesting a reduction in the 
eastbound? 
A No, what I am suggesting in the case of 


Prince Edward Island is that it should be made into one 
zone, that ratewise perhaps there is a lot of justifica- 
tion for it, and then on the other hand there are one 
or two other angles which we are developing since we 
have been working on this matter, and which I think we 
can resolve with the railways in connection with our 
grouping, without having to go to the Board of Transport 
Commissioners. 

Q It is Prince Edward Island that is before 


the Board of Transport Commissioners now? 
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A It is Prince Edward Island that is before the 
Board of Transport Commissioners now, and it has been 
brought into this particular case because of the prin- 
ciple that might be involved that was raised in connec- 
tion with Mr. Dysart's letter which I read this morning. 
Secondly, there might be some economic and geographical 
features that might be within the realm of consideration. 

Q Will you now turn to page 102? “At the top of 
the page you recommend modifications in the basic long 
haul rates between other points in the Maritimes and 
stations in Canada - Quebec, Montreal and west thereof, 
mileage-wise, to correspond with Halifax and other 
points in the Halifax group. Does that also have to 
do with this grouping? 

A That has to do with the grouping. 


Q 


u 


Well, what. other points did you have in mind? 
Did you have any specific ones in mind? 

A Let us go down to the Sydney area; for 
example, if on a mileage basis you change that to an 
island zone, make it one zone, there are other areas on 
that branch of the railroad that also might want that 
mileage aspect, that might also be included in that 
general revision. Do you follow me? 

Q Yes. 

A Then there are also the rates to western 
Canada, which is another matter which can be adjusted, 
That is the matter I referred to where we had an extra 
grouping, an extra group more than we think there 
should be. There might be other branches or segments. 


What I have in mind at the moment is the segment going 
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down to Sydney. You might extend that mileage without 
making much difference either to the railways or the 
shippers. 

Q You say it would not make much difference to 
the railways or the shippers? 

A I say that because there is not very much 
originating traffic or destined traffic in that particular 
segment that I have in mind. That has to be worked out 
and changed, and it takes a little time. 

Q Would this be something that you could not 
ordinarily work out with tne railways? 

A I think this whole question of the zoning of 
Prince Edward Island, this particular aspect, will 
follow from that other one I referred to in connection 
with rates to western Canada, It can be worked out with 
the railways. 

Q On page 103 in the second paragraph there is 
another recommendation reading: 

"That such changes that are necessary in the 

Maritime Freight Rates Act be effected to restore 

the alternative routing privileges that previously 

existed via Saint John, New Brunswick." 
I think perhaps you explained that pretty fully yesterday. 
THE CHAIRMAN: Whereabout is that? 
MR. COVERT: Right at the end of the second 
paragraph on page 103. It reads: 
"While this whole matter of alternative 
routings appears to be one for an investigation 
directed to (a) a balanced arrangement in the 


interest of both the railway and shippers, 
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and (b) the practicability of universal inter- 

change in C.nada, it is, however, specifically 

recommended that such changes that are necessary 
in the Maritime Freight Rates Act be effected to 
restore the alternative routing privileges that 
previously existed via Saint John, New Brunswick." 

THE CHAIRMAN: Q. What does "previously" mean 
there? 

A That existed before the decision of the 
Supreme Court of Canada turning down the findings of the 
Board of Transport Commissioners, which arose on com- 
plaint of shippers that that routing should be held 
open. That decision is contained in 34 C.R.C., at 
Dore 223. 

Q That is the one you give on page 102? 

A Nes, vhnat 1s the one ~ have given, 

Q What year was that though? 

MR. O'DONNELL: 1928. 

THE WITNESS: The order is December 16, 1927, 
the Supreme Court. 

THE CHAIRMAN: Q. Do I understand up to the 
time of that judgment these alternative routing privil- 
eges had existed? 

A anay LS rignt. 

Q And they were put an end to by that judgment? 

A This particular judgment only authorizes ones 
via Ste. Rosalie Junction. They found inasmuch as the 
Maritime Freight Rates Act was compulsory to the 
Canadian National Railways and optional with the C.P.R. 


that they could not order the routings via Saint 
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vohn, that had existed previously. The Board's decision, 


Mr. Chairman, is also contained in that same volume at 


page 207. 
Q What did you say that last reference was? 
A 20. 
Q The same volume? 
A Volume 34, 
Q What page? 


A 207. Both those cases give the complete hist- 
ory of these difficulties in connection with the 
routing via the Saint John gateway. You do not wish me 
to read the headnote? I have the volume here? 

Q Poeetabl riehtes LT Athinki De haverat now, 

They said that where 1t is only optional there is no 
power to enforce it? 

A TRACES pri eh t. 

MR. COVERT: .Qu) Yourfeel, thet sinee that 
decision is there an amendment should be made, because 
it was never intended to take that away? 

A Migpe.s STigntascnat 16 ourmpogition. 

Q On page 104, in the fourth line from the bottom 
of the first paragraph, you say: 

"The Maritime Freight Rates Act, therefore, 
should be amended to make it abundantly clear that 
there is to be no restriction or limitation in the 
Board's power to prescribe joint through rates 
over railroads subject to its jurisdiction in the 
Maritimes." 

I wonder if you would elaborate on that and tell me why 


you put in the words, "subject to its jurisdiction in 
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the Maritimes"? 

A I think I explained this morning about my 
interpretation of the decision about alternative routing, 
where it was optional and compulsory, in one case 
optional, and by the same token it is my inference and 
deduction that in respect of joint rates the Board 
could not or cannot prescribe joint rates between a 
point on the Canadian National Railways and a point on 
the Dominion Atlantic Railway, which is subject to the 
Board's jurisdiction, without running in the face of that 
particular decision. One is optional and the other is 
compulsory. 

Q Therefore they could not establish a joint 
through rate under the Maritime Freight Rates Act? 

A Yes, unless, of course, the two railways 
themselves went into that voluntarily, but if there was 
any hitch in connection with any joint through rate it 
would be just too bad. As en illustration, there axe 
very few joint through coal rates from stations of the 
Canadian National Railways to stations on the Canadian 
Pacific Railway in New Brunswick. What we have in mind 
there is that by establishing these joint through 
rates the Board itself in connection with any dispute, 
even regarding divisionsor what have you, could not 
step into the picture because of that decision, as I 
interpret it, as laid down in connection with the alter- 
native routing case. 

THE CHAIRMAN: Q. With what? 
A The alternative routing case. That is what it 


is called, 
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MR. COVERT: Q. The one that was just cited. 
A Following through the other part of your 
question, subject to its jurisdiction in the Maritimes, 
there is only one railway that is a provincial railway 
at the present time and that is -- 

MR. FRAWLEY: The P.G.E. 

THE WITNESS: I did not know that it came down 
this far. I refer to the Maritime Coal, Railway and 
Power Company. 

THE CHAIRMAN: Q. Where is that? 

A That runs between Joggins and Maccan in Nova 
peor Le). 


MR. COVERT: Q. In Cumberland County? 


P-ge 3892 follows 
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A, Yes. Now, the Cumberland Railway and Coal 

Company and the 8S. & L. Railway Company are provincial 

railroads. But, as subsidiaries of the Dominion Steel 
and Coal Corporation, they are looked upon as being subject 
to the jurisdiction of the Board of Transport Commissioners. 
Does that answer that particular thing? 

MR. COVERT: Q. There are no instances where 
tits 15 working a hardship; as 1t stands. YOU ere Just 
saying the railway Act and the Maritime Freight Rates Act 
are to be amended, so now is the time to bring suggestions 
forward? 

A. Yes, that 16 the primary peinvy aichouen there 
have been instances where the question of these joint rates 
has arisen before. 

Q. You are not going to suggest that this be made 
compulsory, for exatiple, on the Canadian Pacific Railway? 

A. No. The Act would be amended so that the 
Board would have jurisdiction in connection with joint 
through rates. 

Q. On page 106, in the first varagraph, where you 
recommend that a pick-up and delivery service be extended 
generally throughout the eastern territory, I take it, 
in effect, you are saying that they have something better 
up there than exists down here in the Maritimes? 

. At the present time, with their 15% increase 
that they put in on the 15th of September, 1948, their 
competitive rates, on a pick-up and delivery basis, are 
higher than their Schedule A rates. I think, perhaps, 
with their increased trucking costs and so on, it balances. 
But I do not know. I have not gone into the situation. 


But that was a temporary thing at that time, because l 
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think they expected that the normal rates were going in. 
But before that particular period they had the original 
basis. They had a special seale of rates, and: they had 
also exceptions from the general classifications which 
are all set out in Exhibit 47, and also the present 
situation. 

Q. Now, those pick-up and delivery 
Service rates were added because of truck competition? 

A. DeLinively. At one time -- to give you an 
illustration, in checking up, because the situation 
might have altered -- you get pick-up and delivery ser- 
vice right from Quebec City into Windsor, or Sault Ste. 
Merte, Lor that matter’. 

Q. And there was no comparable truck competition 
in the Maritimes? 

A. I have not been able to determine whether there 
was truck competition in the month of January between 
pault Ste. Marie, in the winter time. 

Q. On page 107, dealing with the car ferry, the 
eel, Cabeterry, you Sugeest v It might be wert. 

instead of 

consideration if/a department of the government 
Operavanestne ferry and facilities, there, be ieregted 34 
Prince Edward Island Ferry Commission,bestowed not 
only with wide administrative powers, but also with 
authority to resolve all problems that might arise in 
connection with the service. 

What special advantages do you expect to flow 
from that? 

Rs I am going to leave this whole paragraph Ci) 
to Prince Edward Island. I think they are going to speak 


to it considerably over there. 
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Q. And at page 114, at the very top, you say: 

"Increases in rates, when necessary and 
justifiable, must therefore be kept at the very 
minimum . an 

A. Thee Ls right, thats is. the Beneras itheory. 

Q. Again you would say that the Board, in a case 
of that kind would say, here is an industry which may be 
prejudiced by a2 general rate increase, and they should 
examine it very carefully and not allow a flat percentage 
inerease inga case of that kind? 

A. That is right; that is exactly what the 
Interstate Commerce Commission did in the United States. 
They held down in Ex Parte 166 to 13¢ a 100 pounds. 

THE CHAIRMAN: Q. They would not allow a flat 
increase on potatoes? 

A. That is right; that is what the Interstate 
Commerce Commission did in the United States. 

MR. COVERT: On the ame page, dealing with the 
coal industry --- 

MR. SINCLAIR: Might we have the extract from 
the Order of the Board -- I mean, from the I.C.C., so 
that we might check it? 

THE WITNESS: The Ex Parte Case? 

MR. SINCLAIR: Yes. 

THE WITNESS: I think I could give you the whole 
thing from the tariff. No, I will make a note of it and 
Bive it to you later and you can look over it. 

MR; SINCLAIR: ‘Thank you. 

MR. COVERT: Q. On the same page, 144, you 
Say, dealing with coal -- it is in the second paragraph 


under the heading of Coal Industry: 
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", . » that joint through rates on coal be established 
from coal originating points to destinations on the 
lines of the principal carriers subject to the 
Board's jurisdiction." 

It may be that you did not want to deal with that. 

Perhaps this industry -- is this to be covered by the 

Dominion Steel Company's brief? 

A. No. tne Dominion steel prief 15 cnly going to 
cover iron and steel. 

Q. You say that it is in the interests of the 
industry and consumers that joint through rates on coal 
be established from coal originating points to destinations 
On the lines of the principal carriers subject to the 
Board's jurisdiction. Would you mind elaborating on 
that? 

A, Yes. At the present time there are 
combinations of rates on coal. For exemple, coal from 
Glace Bay moving, let us say, to Truro, is based on a 
combination over Sydney and up to Truro. One factor is 
the Canadian National, and the other factor is the S$ & L, 
gone GO a station on the D.A.R.. At the present time 


there are some through rates which have been established. 


(Page 3902 follows) 
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WOIne 70 POintTSs on the C.P.R.., there are -- I don't 
remember if there are. many through rates either. 
not 


I feel quite positive that there might/be very many 
as atl. There might. be one, there might be two: 

f am not quite certain at the moment; I will have 
that checked. If my memory serves me correctly, there 
Bere none, CxcepciIng 2oing to West Saint John. 

4. How do these combination rates arise? 

A..,Well, it is the rate on one railroad to the 
connecting point plus the rate from the other railroad 
connecting point on to destination. In the western 
rate case this same question arose over the west, 
and the Board of Transport Commissioners prescribed 
joint through rates when two railroads were involved 
on a basis of 20¢ per ton above the singlefactor 
Hoaue um one. Line... 

THE CHAIRMAN: Of Les thet on-cog.7 

ee elie oes. ON Coal . 

MR COVERT: That ts the decision you refer 
to at the bottom of page 114? 

& “That is right: and, if I remember correctly, 
that 20¢ has not varied very much since 1914. It is 
Still approximately 20¢, according to the last time 
bechecked 11. 

THE CHAIRMAN: What is to prevent the 
Board doing the same thing here? 
MR. O'DONNELL: Nothing at all. 
THE WITNESS: Oh, there is nothing at all, 
Mr. Chairman. This matter has not been referred to it. 
MR COVERT: 40, “THat ts, they could «go before 
Pee D,.T.C. and do it? 


A. Yes. 
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Q. Have you any idea why it has not been done? 
You have recommended it here. 

A. Well, I say it could be done, but I have 
Strong doubts that it can, because of that particular 
decision I quoted. One is optional, and the railways 
did not want to participate. 

Q. You say that by virtue of the Maritime Freight 
Rates Act and some of the railways having the option 
rather than it being compulsory? 

i i veareacecuche. «There have been some: joint 
rates voluntarily implemented between the carriers. 

THE CHAIRMAN: Q. Would the Maritime Freight 
Rates Act interfere with this? Wouldn't the Board have 
its general jurisdiction anyhow? 

Be 9lhateis cvhée question, Mr. Chaiman. 

Q. The Maritime Freight Rates Act is a specific 
Act tO bring about a certain remedy. I am not 
deciding anything, but I am just questioning whether 
what was done in the west by the Board cannot be done 
in the same way here. 

A. The question arises, Mr. Chairman, if for 
example -- 

Q@. I know you have this optional business about 
Beint John; I understand that. 

MR. O'DONNELL: That (16.2 -dirferenc 
matter, though. That is an alternative routing 
Mester, and this is a joint through rate. They 
are two different things. 

THE CHAIRMAN: You see, this is a joint 
through rate, only you have to change railways. 


I do not know what is to prevent the Board doing that 
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to-day. 
THE WITNESS: Legally, sir, that perhaps 
is’ so. It is a question that has been in ‘the back 
of my mind in that regard for some time. 
MR. COVERT: Q. Now turn to page 122 -- 
MR. O'DONNELL: I am instructed, Mr. Chairman, 
that the railways are always prepared toxnegotiate 
a joint through rate any place that there is a movement. 
THE CHAIRMAN: Talking of this coal situation? 
MR. O'DONNELL: Yes. 
MR. FRAWLEY: You are only talking of coal, 
are YOu? 
MR. O'DONNELL: Yes. 
MR. FRAWLEY: It could be interpreted 
more generally. 
MR. O'DONNELL: Well, talk of other things 
en Other times. 
THE WITNESS: There is a history in connection 
Mion uiat. ldo not want to go into a lot of details, 
but I think it applies in connection with coal rates 
over the Dominion Atlantic Railway. I am still not 
satisfied that the through joint rates between 
stations on the Canadian National Railways and stations 
On the D.A.R. are satisfactory, and we are going 
vo take action in that respect. 
THE CHAIRMAN: @. Take action before the 
Board? 
A. Before the Board, yes. Thie particular 
feature, Mr. Chairman, I think I should stress, I did 


not really believe excepting to the point there, 
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the dubious question that arose in connection with 
if there was any conflict between the carriers 
EiemMeci ves imerespect: of joint ‘rates as to’ the legal 
Significance. Then it would be a matter as to which 
we think the ‘ Maritime Freight Rates Act should 
not be interpreted in that way, that you still should 
have the same broad powers to go ahead, at least the 
Board, with joint rates, to prescribe them and make 
mre O1Viorons. That. is the only point 1 think I 
had behind this, that this thing is wide open for 
further consideration . 
MR. COVERT: Q. At page 122, the recommendation 
with the letter (a) beside it, that is the same as 
page 81. I want to deal with (b), at the bottom of 
the page. You say: 
"As to competitive rates the Board should 
exercise only such broad supervisory powers that 
are necessary to ascertain that the rates are no 
iower than necessary to meet competition, and 
that they are not unjustly discriminatory or 
cause undue preference or prejudice. It would appear 
necessary also that when the railways establish 
rates to meet water competition they 
should not be permitted to increase such rates 
unless it is established that such proposed increases 
are justified on conditions other than the elimina- 
tion of water competition." 
Now, first I would like to ask you, how do you recommend 


that these wide supervisory powers should be exercised? 
A. Well, I think that the expression "broad 


Supervisory powers" more or less answers itself there. 


I believe that they should have the power of investigation, 
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or should be in a position to go out and investigate 
and make determinations somewhat in the same manner -- 

PelbeLore Vou 20 any wurrner:) You would not 
Suggest that that be done before a competitive rate 
pe put in? 

A. \t see your point there. YOu have the point 
Enere not to preclude the railways from meeting 
@ competitive situation when 1t arises, . 

Q. Yes. 

Does toink that should not: be done. 1 think the 
railways should be in a position to meet their competitive 
situation as soon as it comes up, and we have to make 
Bome allowances for discretion on the part of 
tne railways in meeting the situation. However, 
Wouemieit be able to put it in on one day's notice. 
After a certain period of time, if they found that 
they were going beyond their scope and they got their 
hands slapped once or twice, and probably put in 
rates that were not just what they should be, there 
would be a great deal of hesitancy on their part to 
get spanked or hauled over the coals in regard to 
this matter, and that would in itself have a restraining 
influence in regard to this aspect. But I feel..that 
the railways should be in a position to meet competition 
on short notice, and, if I remember the foyirth section 

. of the Interstate Commerce Commission Act; 
it is one day's notice there in connection witih 
meeting competition. In fourth section relief 
cases you have to indicate that the rates are 
reasonably compensatory, that they are not 


confiscatory rates, and you have to indicate that the 


er 
ee pales: 
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eompetition is actual, and I forget all the different 
facts that you have to indicate before the Interstate 
Commerce Commission -- and that there is not too 
much circuity in connection with the movement, so -- 
THE CHAIRMAN: In the meantime, are the rates 

en errect? 

Rar On eet 

Q. In the United States. At the present time 
when the railway grants a competitive rate must it 
move notify the Board immediately? Isn't that right? 

BR They can write advice, sir. If they want to 
Puc in @ Situation immediately they can do so; 
even without filing a tariff in the matter of rate 
Savice, on a specific movement. 

Q. There is something in the Act here about 


competitive rate. 


(Page 3909 follows} 


age Hl hte incon 
ae ate wt ‘“apaed tse Sane 

jotta seat sh Bad # is ob : 
Me aes 


ans ah & ees ne att array Sto ae aivvitt 


ee ene : . 
jushe see Fok SP | 


a 
Te ne ios ca eyes 4) ‘ee 
fie Tac 9 ae ee 
¥ my 
it I x 
. 
‘t 
l 
7] 
a 
= § 
a 
i ' 
-— 
( 


-3909 - Mr. Matheson 


A However, I believe the Board's powers should 
be broad. I do not think it should be restricted in con- 
nection with a competitive situation. Here is one fact 
that stands out in my mind since it has been raised -- 

Q What section governs that? 

MOP DONNELE: sae. 

THE CHAIRMAN: All right. 

THE WITNESS: If the railways were precluded 
from in any way implementing reductions to meet an 
immediate competitive situation, and assuming that they 
are getting something out of the rate above out of 
pocket cost, if in the course of a year they could not 
do that in probably 120 cases because of restrictions in 
the Act, that would have the effect of interfering with 
their revenue position and in the long run would increase 
their demands in connection with long haul traffic. 

MR. UERAWLEY: You wiliefind thereuare tariff 
rules prepared by the Board under section 332. 

THE CHAIRMAN: I notice that section 332 just 
provides Cor. the filing, 

MR. FRAWLEY: Yes. 

THE CHALRMAN:) It. does: not.provide: there for 
any action to be taken by the Board, does it? 

MR. O'DONNELL: No. No action need be taken 
by the Board on a competitive rate. 

THE CHAIRMAN: Unless somebody complains, 

MR. O'DONNELL: Yes, unless somebody complains. 

THE CHAIRMAN: I think Mr. Matheson would 
have it that the Board would take action in every case. 


THE WITNESS: For example - and I think the 
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railways do this now - when they put in a competitive 
rate, they do file a form as to the extent of the com- 
petition as between X and Y. There is a motor truck 
moving between X and Y, and there is a little minor 
detail given. It is not very extensive, as I remember 
the form, On the other hand the requisites in the 
United States are more extensive. They require details 
about the revenue per car, and whether the haul is 
circuitous, the haul involved, and all that sort of 
toing, i really believe information of thet kind should 
be made available. In the United States they have what 
is called forced section relief, and pending investiga- 
tion what actually happens is that the rate becomes 
effective to all intermediate ppoints. We had a case 
of that kind as to turnips being shipped to the United 
States where Portland was not involved in the applica- 
tion, on the immediate application before the Inter- 
State Commerce Commission, but after forced section 
relief was approved Portland came into the picture, 

MR. COVERT: Q. In effect you are saying 
there is no objection to the railways putting rates in 
quickly, but there should be more supervision after they 
are put in to find out whether they are not lower than 
necessary to meet competition, and that they are not 


unjustly discriminatory or causing undue preference or 


prejudice? 
A Yes. 
Q You say there should be more supervision over 


that than there is today? 


A Yes, and more information when they file in 
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connection with a rate reduction. When they file their 
material with the Board there should be this extra data. 

Q That is so that people can look and find out 
whether there is real competition that they are meeting? 

A Undoubtedly,and, for example, if the Board 
have to investigate. 

Q If they file that material the Board could 
see just by looking at that material -- 

A After a time they would be able to judge 
through their Bureau of Economics, and so on, and on 
tee Vesta. Of Geecisions and tratfric conditions that 
obtained in previous instances. It is one of those 
things that would evolve, so that it would not take so 
long to give an adjudication in connection with these 
matters. 

Q As I see it it is the latter part of that 
statement -- 

THE CHAIRMAN: What is that? 

MR. GOVERT: ©, Lt; is the lavrer pant of ohec 

recommendation. It reads: 

"Tt would appear necessary also that when the 
railways establish rates to meet water competition 
they should not be permitted to increase such 
rates unless it is established that such proposed 
increases are justified on conditions other than 
the elimination of water competition." 

That is to say, the rate might be put in by reason of 
water competition, hut where the competition might dis- 
appear you say they must have another reason than the 


disappearance of that water competition before they can 
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raise the rate. 

A Yes. I wish to point out in that regard that 
is a direct copy, as paraphrased, from the forced section 
relief part of the Interstate Commerce Commission Act. 

Q What is the wason behind that? 

A For example, let us say the railway put in a 
rate to meet competition. They cut their rate down, 
and then afterwards the shippers say, "all right, we will 
ship by the ratiway. "Then after 2 bit the dines Jose 
the business, perhaps because of greater expedition by 
the railway, and the water lines go out of business, 
withdraw. Then the railway say, "now the competition 
4s no longer here we can just raise our rates again." 
Probably you cannot go back to the steamship line. 

What will we do about this? They have left us in the 
Purch before, and*"so on: I ‘think that sa measure of 
protection against conditions of that kind developing. 

COMMISSIONER ANGUS: Q. Would the railways! 
need for revenue be considered a justification? 

A What is that question? 

Q Would the railways! need for revenue be 
considered a justification? 

A R justification? 

Q A justification of conditions other than the 
elimination of water competition. 

A Oh yes, That is one of the things that they 
have in mind in connection with the United States. 

This means they will get that much revenue that other- 
Wise they would not get. 
MR. COVERT! Q. Do you think that there 


would be many competitive rates put in by the railways 
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if they were going to be stuck with them forever, even 
after the competition disappeared, 

MR. O'DONNELL: The minute there is no com- 
petition they are discriminatory. 

THE WITNESS: They would have to go before the 
Board and indicate their situation. Perhaps they can 
justify it on other grounds other than water competition. 
It might be increased revenue. For example, take the 
increase in. rates on the Pacific coast a year or two 
ego £rom various coast points on the Pecifiec coast. 

Of course water lines were involved, but there was an 
increase in freight rates there on the rail line, and 
that was probably - I am not saying for certain because 
I will have to check on the details; there is so much 
of these things to keep in touch with daily - undoubt- 
edly there might have been other conditions and factors 
involved such as Commissioner mngus points out, prob- 
ably the increased need of revenue for the carriers. 

MR. COVERT: Q. Then you would not go so far 
as to say that the elimination of the water competition 
might be a sufficient ground to enable them to raise 
the rates? 

A Oh yes, it might be. For example, if tne 
rate between X and Y was definitely put in to meet 
water competition, and the competition was removed, 
then they might say, "well, we will raise these rates," 
That is what they do at the present time. I do not know 
whether I understood your question correctly. 

Q I wanted to make sure that the railway could 


Still be left in the position that they might be able 
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to raise rates if the competition had bona fide disappear- 


ed, the water competition. 


A On other grounds. 

Q They must have some other grounds? 

A That is what the situation is in the United 
States. 


THE CHAIRMAN: Q. And that is the situation 
which you want in Canada? 
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Q. On page 123, at (dad), you say: 

"In the event of any declaration of national 
policy on transportation in Canada the provisos 
pertaining to the encouragement of Canadian traffic 
via Canadian ports as contained in various statutes 
be incorporated in any such declaration." 

now, tirst ofa, Ll would- dike, tor know If itis your 
suggestion that this should be included in the Railway Act 
as one of the considerations which the Board should always 
have in mind when making or fixing rates? 

A. Well, under the National Transportation Act of 
the United States it was changed. They had a statement of 
National policy there as, more or less, a recital, towards 
the end. 

Q. mat woudd) be. seetions s,m suppose? 

A. Yes), I take it that there might be a finding 
in connection with national policy emanating from this 
Commission. It might be something like the preamble 
emanating from the Duncan Commission. 

THE CHAIRMAN: Q. This Commission can only 
recommend. Do not forget that. You are dealing primarily 
Here swath. the B.T.C. 

A. No, I am making a parallel with the Duncan 
Commission finding and with the preamble of the Maritime 
Freight Rates Act, vis-a-vis the finding. 

Q. All these Acts have apreamble, then? 

A. Assuming there is a finding from this Commission 
on the question of national policy, and that it might be 
incorporated as a section or amendment in the Railway 
Act -- that is purely assumption; I am leaning on using 
@ parallel to the Maritime Freight Rates Act, vis-a-vis 


the preamble. 
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Q. That is one which should not be lost sight of. 
A. That is right, and I quote the different 
Feterences.. 

MR. O'DONNELL: Q. You made the same refer- 
ence to the Sirois Commission, a reference of the same 
type? 

A. I forget that particular one, Mr. Chairman, 

MR, COVERT: Q. What I thought you were leading 
up to was, for instance, take the development of trade 
through Canadian ports, and that should beput in as 
part of the Act; then the Act should be administered --- 
| A. What I had in mind -- it would be really a part 
of the Act in connection with national policy, a statement 
of national policy; and if that were incorporated -- if it 
Was not incorporated, it should be part of the Act. 

THE CHAIRMAN: Have you finished with page 123? 

MR. COVERT: No, Mr. Chairman. I am dealing 
with the same point. 

THE CHAIRMAN: You may proceed, then. 

Mie COVERT: Qe J-thought-you. hadeinimind 
Something like what was in the I.C.C. Act, which starts 
out with a stated policy: 

"It is hereby declared to be national 

transportation policy of Congress to provide. . a 
and so on, And then, at the end they say: 

ye i and all the-provistfonge of this Act shall 

be administered and enforced with a view to carrying 

out the above declaration of policy?" 

A, That is what I had in mind, something which 
would be stipulated right in the Act. 


Q. Now, also, at page 123, you say: 
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". . .any rigid formula or rule of rate making 

for the determination of rates in general revenue 

cases. The powers of the Board of Transport 

Commissioners should be sufficiently broad and 

flexible to enable it to determine and prescribe 

just and reasonable rates, keeping in mind all 

factors pertinent to the development of Canada as 

a whole, including the effects of rate adjustments 

on the ane ete of traffic, the lowest cost 

consistent with the furnishing of an efficient 

transportation service, obligations inherent in 

the construction of the Intercolonial Railway, the 

G@ifficulties incidental to manipulating a rate 

level to attempt to secure carriers prosperity 

when economic conditions, regional or national, and 

the existence of alternative. transportation agencies 

make an equitable imposition of high rates impossible.’ 
And again? 

". . « and the importance of maintaining low rates 

in the 'strip economy' of Canada on long distance 

traffic, particularly in the case of basic and 

primary commodities including foodstuffs." 
Now, again, it struck me here as if you were really 
getting into an economic planning board’ in the real and 
true sense of the word. You say that the powers of the 
B.T.C. should be sufficient to enable it to determine and 
prescribe;: and one question I would like to ask you 
there is whether or not that would prevent fll 
equalization of freight rates in Canada? 

A, I would like to give a little thought fo your 


question, if you don't mind. 
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Q. L\..quoted-you; starting on page. 123; .to the 
effect that the, powers of the Board of Transport 
Commissioners should be sufficiently broad and flexible; 
and I took you right down to the end of the page. Now, 

I ask you first if that would not make it an economic 
planning board in the true sense of the word, or the full 

sense of the word; and also whether or not this would not 
prevent any question of equalization of freight rates in 
Canada? You could not have equalization? 

A. You mean, would this not prevent equalization 
of freight rates -- note ehe question of equalization of 
freight rates? 

Q. Yes. 

A, Would it be permissive if I give some thught 
to that question? 

COMMISSIONER INNIS: Q. I was wondering about 
the economic planning. Do I infer that you believe that 
the Board of Transport Commissioners is not a planning 
body? 

Aa The unfortunate part about this word "planning" 
is that it is taken to have so many diffcrent meanings. 

Q. It would be possible to say that the Board could 
not make any decision without, in a sense, being a planning 
body? | 

A. ip really involves a certain amount of planning 
in connection withtheir investigations. 

Q. But is there a difference between unplanned 
planning and planned planning? 

A. That is what might confuse me; this word 
"economic planning", and "controlled planning"; they are 


bandied around so that sometimes when you are talking about 
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planning, you are confused with being somebody else. 
Q. With being somebody who does not agree with you? 
A. Yes. | 

THE CHAIRMAN: Are you finsshed with page 123, 
Me. Covert? 

Mie wUVents Yes, 

THE CHAIRMAN: Then, before we proceed to the 
other Parts, "The Capital Structure of the Canadian 
National Railways", and so on, we will adjourn. We 
shall have the advantage of Mr. Matheson's presence in 
Fredericton. You must be pretty tired now? 

THE WITNESS: Are we sitting here tomorrow? 

THE CHAIRMAN: No. 


PH UVe TNE OO sy sd See. 


~--At 5.30 p.m. the Commission adjourned to meet again 
on Monday, July 18, at Fredericton, N.2. 
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MR. COVERT: Mr. Chairman and members of the 
Commission, the first submission on the agenda this morning 
is that of the province of New Brunswick, represented by 
Mr, Ji Paul Barry: 

MR. BARRY: Mr. Chairman and gentlemen: I have 
some preliminary remarks before discussing the brief. I 
wish to express the sincere appreciation of the province 
and the gratitude with which we appear before you today, 
on behalf of this province and its government. During your 
stay here the Commission and other members of the staff 
will be officially welcomed by our Premier, Mr. McNair, and 
other members of his government. The extreme interest and 
concern of the Premier and his government in the subjeot 
of your deliberations goes without saying, and justly so, 
as transportation is one of the most important factors in 
the economic life of the citizens of this province, whether 
they be farmers or miners, rich or poor, producer or 
labourer, consumer or manufacturer. 

You already have before you the submission of 
the government of this province, and it is not my intention 
to read if in detail to you. You have already familiarized 
yourselves with its contents, and from it you will see that 
we are particularly concerned with the subject of freight 
rates, and it is interesting to note that the Rowell-Sirois 
Commission of some years ago recommended just such a Com- 
mission as we now have. Even then, and as probably ever 
will be, transportation was a contentious subject. 

We respectfully submit, and I do not think the 
railways deny, that public utilities, especially those 


which so deeply affect the lives of our people, require 
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regulation and control. Practically all monopolies do re- 
quire control. We do not ask for control for control's 
sake, as 18 pointed out in the brief, but for the sake of 
the individual who in the end, as always, pays the bill. 
We are nct asking the railways to give us anything. 
Neither are we asking for charity. We simply ask that 

the rights and privileges given to the railways be used in 
such a manner that the interests of all the people should 
be protected, and that the policies made to govern the 
railways should meet the economic requirements of the nation 
as a whole and attain its maximum economic development. 

It is noted that some of the people and corpdra- 
tions concerned in this hearing oppose the principle of 
Subsidies. We do not normally prefer them ourselves, but 
we have them all about us in one form or another, and they 
are often a necessary and useful instrument of government. 
It may well be that the only method by which justice can 
be done to certain sections of our economy is by subsidizing 
certain operations of the railways. If so, and in order 
that the railway companies should not be penalized, then 
subsidies should be used. It is not a question of what we 
like or dislike personally. It is a question of just 
what is the best method by which the transportation com- 
panies may be made to serve the interests of all of the 
people without hardship on the companies themselves in a 
financial way. 

I would not wish this Commission, or the repre- 
sentatives of the railways to get the impression that we 
are asking them to give us anything. That we do not ask 


for. Our brief is ‘clear on that point. We have clearly 
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Stated we are not opposed to a fair return on prudently 
invested capital, but we also say that the railways should 
be used for the common good in an equitable manner, and 

as instruments of basic national policy in so far as such 
use can be made, and if subsidies are necessary to attain 
that end then they should be recommended. We therefore do 
not consider this matter in a litigious light, but rather 
in a spirit of co-operation, that co-operation of all men 
of good will, with the common purpose of using what we 
have to accomplish in a just manner an equitable distri- 
bution of goods, 

You have already seen, Mr. Chairman and gentle- 
men, as our brief submits, that we must market our 
primary products at a fair return, and we must be able 
to purchase at fair comparative prices. As the Rowell- 
Sirois report has pointed out, and as is quoted in the 
appendices to our brief, the economy of this province for 
its cash income depends upon the ability of the producers 
to export their materials, and obtain a fair return for 
them. That is the most important single factor in our 
economy. It is the effect of freight rates upon that 
ability to export to competitive markets with which we 
concern ourselves. We fully realize that we cannot correct 
all equalities, but we can ease the burden and not 
accentuate it. 

As far as are concerned in this province the 
across the board method of granting increases is the worse 
method for us. We absorb those increases as we sell com- 
petitive products and buy non-competitive products, 


The preliminary brief already submitted to you 
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presents our case in broad outline. The latest submission 
is somewhat more detailed. We have witnesses here to 
present additional facta and to confirm those already 
stated. If the Commission and other counsel accept cer- 
tain of our statements then certain witnesses may not be 
necessary. If they do not witnesses will be called to 
answer any questions which may be asked of them by Conm- 
mission counsel, by the Commission, or by the representa- 
tives of the other parties concerned. 

It is not possible, when discussing transporta- 
tion and its effect on the Maritime economy, to overlook 
the Chignecto Canal. The government of the province of 
New Brunswick wishes to lend its support to all submis# 
Sions which will lead to the proper investigation of its 
merits, and the construction of it. We submit that its 
construction alone, not theoretical projections, will 
prove its worth in the Maritime economy, Particularly so 
now is that the case where Newfoundland is a Maritime 
province and very much concerned with cheap water trans- 
portation. A glance at the map will show the advantage 
of its construction. The only question which now arises 
is its feasibility, and wany commissions have already 
stated that it was feasible. 

The government of this province in making 
its recommendations in this matter is naturally particular- 
ly interested in the welfare of the people of the provinte, 
but it also should be clearly stated that we are not in 
the least unmindful of the interests of the nation as a 
whole. <A strong united nation requires the prosperity of 


all parts, thereby requiring an equitable distribution 
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of resources, In proportion as we have opportunities to 
assist and assets to contribute, we willingly do so. We 
ask that others do likewise. We do not ask more of others 
than we ourselves are willing to do. 

To deal, Mr. Chairman and gentlemen, with speci- 
fic cases, I would point out to you the graph attached to 
the brief showing the effect of the last increase on the 
people of the Maritime Provinces. I say people, including 
manufacturers as well as producers. The Commission will 
see from the Appendix that between 1927 and 1948, the 
so-called differential between Montreal and Saint John, 
or between places in the Maritimes shipping goods into 
the markets of Montreal and Toronto which markets, we 
say historically, later recognized legally, were intended 
for us, how c.* people are handicapped by that 21 per cent 
increase. I will call witnesses to establish in more 
detail the effect of it upon our people. Businesses 
predicated on the differential as it existed between 1927 
and 1948, have been tremendously affected, and as many 
corporations - and I presume also the C.P.R. - rest with 
success or failure wpon margins of less than 5 per cent, 
you can see the drastic effect on industry of the last 
rate increase. It is detailed under manufacturing in 
the brief, and a witness will testify to it. What is true 
of that company is true in principle of any other large 
manufacturing concern. The company referred to competes 
with a central Canadian company, and in the first 
instance realized that it would have to absorb a higher 
rate than its competitor, but did not expect this tremen- 
dous increase of the last year which has changed their 


competitive position completely. 
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The potato industry is similarly affected, The 
price on potatoes is normally fixed at the market and - 
not by the seller, and the rate was absorbed resulting in 
a lower “net return. That is one of the articles, as was 
pointed in the Rowell-Sirois report, upon which we 
depended for our cash income. At the same time the farmer 
who produced the potatoes, paid more freight on his 
equipment. We do not claim particularly that the freight 
charge was too high considering the service rendered, but 
we say that such a system penalizes us. We do not sub- 
scribe to the cost of service basis as has been suggested. 

Our recommendations,as set forth in the brief, 
are clear, The amendments which we propose will assist 
us both as producers and consumers, and we fully realize 
there will still be some disadvantages. 

We respectfully submit that we are entitled 
to the consideration asked for on the basis of the auth- 
orities cited in the Appendices, and that further, if 
our economy is to remain balanced at all, then such con- 
cessions should be granted. 

Our recommendations, Mr. Chairman and gentlemen, 
are set forth at page 3. The page numbers are marked 
in the lower lefthand corners of the pages. Our recom- 
mendations are: 

1. That the differential as it existed before the 

last rate in:rease be restored by adjusting the provisions 
of the M ritime Freight Rates Act 1927. 

2 That such reductions as are made in the stamdard 
rates be made applicable over the complete haul, at least 


as far as Toronto from the point of origin, instemd of 
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only within the "select area" as described in the Maritime 
Freight Rates Act. 

Sw That such reductions in the standard rates should 
be applicable on goods manufactured in central Canada and 
Shipped into the Province of New Brunswick, especially on 
those goods which are tariff protected and where there is 
no competing industry in the Maritime Provinces. 

That, Mr. Chairman and gentlemen, would be a 
Substantial amendment to the Maritime Freight Rates Act, 
but it is the only method whereby the effect of drastic 
increases in freight rates may be eased in its burden upon 
both our producers and our consumers in particular. The 
details of the reasons for that are set out under "consumer" 
in later places in the brief. 

4, That the difference between the normal rates and 
the reduced rates to be allowed should be paid by the 
Dominion Government from general revenues in .order that 
the cost should be absorbed by the nation as a whole rather 
than as now, have the incidence of long haul increases 
penalize certain areas. 

That is not a new principle; it is one which has 
long since been recognized. 

5. That the Railway Act be amended to direct the 
Board of Transport Commissioners to consider economic, 
tariff and geographic factors in their decisions and to 
recognize prevailing world market conditions and that it 

be further amended to prohibit the granting of freight rate 
increases by the horizontal method. 

It may be suggested that the Board has that 


authority, but we do not consider in the light of their 
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decisions that they take some of those factors into 
account, and we suggest they be instructed by legislation 
so to do. 
&: That your Commission cause to be investigated 
again the feasibility of the construction of Chignecto 
Canal in the light of new conditions as a means of pro- 
viding shorter and cheaper water transportation. 

Tar That national highway and national airport con- 
struction should be expanded. 
8. That the railways be required to adhere to a 
definite policy designed to eliminate all level crossings 
within a reasonable period, with government assistance if 
necessary and that in the interval all crossings should 
Deymoarked by clectric signal devices. in. addition pro- 
vision should be made to correct inadequate overpasses 
and underpasses. 
9. That the freight rate structure to Maritime 
ports should be so constructed that the differential between 
Montreal and Saint John be restored in order that 
Canadian goods should be shipped through Canadian ports. 

Because of the co-ordination of freight rates 
between certain points in Canada and the United States 
compared to Montreal and American ports, and the fixing 
of rates in line with the American rates, the port of 
Saint John is put at a decided disadvantage in certain 
eraffic. 

There is another point which is not included 
in the recommendations. It deals with the Minto coal 
area. It is shown in a map included in the copies of the 


brief filed with the Commission. One or two witnesses 
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can speak in detail with respect to that. 

If there are any general questions I should like 
to call as a witness Professor Love. We can call other 
witnesses with regard to certain specific cases. 

MR. COVERT: Mr. Barry, I think perhaps we 
Should either have this brief taken as read into the record, 
or in the alternative there are certain items, certain 
charts and maps attached to it -- 

MR. BARRY: I intended to do that later, but I 
will do it now , 

MR, COVERT: I think this is the time. 

THE CHAIRMAN: What is the point? 

MR. COVERT: There are certain charts and maps and 
exhibits attached to the brief, and undoubtedly there will 
be references to them. It occurs to me that we might file 
the whole brief as an exhibit, and call it Exhibit 50, and 
then the main portion of it can be taken as read into the 
record. 

MR. BARRY: I intended to ask for that later, but 
Prercr perfectly all right to do it now. I will obtain 
extra copies of the graphs and charts at noon. 

THE CHAIRMAN: Is it just a matter of keeping 
trace of those? 

MR. COVERT: That is right. 

THE CHAIRMAN: That ought not to be difficult. 
They are right in the brief. 

MR. ‘COVERT: We will fi.le the brief as Exhibit 
50. 

THE CHAIRMAN: What number? 


MR. COVERT: Exhibit 50, 


EXHIBIT NO. 50: Brief of the Government of the Province 
of New Brunswick. 


(The following is the brief referred to above ) 
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SUBMISSION OF THE GOVERNMENT OF THE PROVINCE OF 
NEW BRUNSWICK 


TO THE 


ROYAL COMMISSION ON TRANSPORTATION 


The Chairman and Members of the Commission: 

The Government of the Province of New Brunswick 
respectfully submits that it has a case for presentation 
to your Commission, which is based on grounds which have 
been legally recognized with respect to railways in the 
past, and we further submit that recent changes in the 
freight rate structure have had the effect of defeating 
the efforts of parliament to recognize the rights in- 
volve . 

GENERAL GEOGRAPHIC CONSIDERATIONS 

Canada presents unusual and difficult transportation 
problems due to basic geographic conditions. 

It is 3,655 miles from Halifax to Vancouver; ninety 
percent of our population is located within two hundred 
miles of the United States border; in this long narrow 
mace the population.is concentrated in areas; starting 
with the Vancouver area in British Columbia we move eastward 
over the great natural barrier of the western cordillera 
t the relatively scattered population of the prairies, 
then about one thousand miles from the eastern edge of 
the prairies to the centre of population in southern 
Ontario, eastward four hundred miles across the Frontenac 
axis to the lower Saint Lawrence valley; the Maritime Pro- 
vinces are separated by a three hundred mile expanse of 
thinly settled bush country from the Saint Lawrence 
Valley and the centres of population in Central Canada. In 

sense we have five areas separated by great distances and 


natural barriers and rough country; these may be likened to 
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a string of five widely spaced heads in contrast to the 
'pelatively compact economy of the United States with its 
network of communication systems running not only east 
md west, but north and south, and even diagonally as in 
the case of some of the big pipe lines. 

In addition to the scattered nature of our populated 
regions the topography places obstacles between the 
various areas; the natural channels of communication run 
north and south rather than east and west. 

We in the Maritimes face the sea; the Appalachian 
Highlands and rough forrested terrain separates us from 
the rest of Canada; our natural lines of communication are 
with the New England States and South and Central America. 
New York is only 660 miles, one day's drive on the modern 


highways, from Fredericton. 

Because of these features and because Canadian pro- 
fmetion isimainiiy for export or use far Trom the originating 
centres, cheap and efficient transportation is an absolute 
necessity to the building of our nation. We submit that 
a policy must be worked out, involving subsidies if ne- 
essary, to aid the flow of trade between the different 
areas. We in New Brunswick recognize the natural barriers, 
w are very conscious of the pull of our natural markets and 

points of supply, but we desire very strongly to build a 
Canadian mation. Cheap transportation is vital in building 
and developing a united Canada. 

With respect to your Terms of Reference as set forth 
in P. C. 6033, the government of New Brunswick does not 
intend to make any submission under sub-section (c), (a), 


md (ce) of Section 2, it being our opinion that the Commission, 
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through its own officials, is in a much better position 

to investigate the matters therein referred to than is the 
Government and we leave the matter of recommendations under 
those sections to your Commission, at the same time simply 
expressing an opinion that they are matters which deserve 
investigation Sy qualified persons. We sincerely believe 
that the Canadian National Railway has a capital structure 
which certainly should be revised. 

We respectfully submit that the situation in the 
Maritime Provinces with respect to freight rates is sub- 
stantially different than that prevailing in other pro- 
vince$. We do not quarrel with the railways if they operate 
On a sound economic basis and obtain a fair return on pru- 
dently invested capital and we leave it to the staff 
of your Commission to investigate these matters. But we 
do submit that, due to the economy of New Brunswick 
and its position in the Dominion of Canada, the necessity 
ad lower freight rates to the people of our province is 
an Gssential and that such necessity has always been re- 
cognized, both in public pronouncements and in legis- 
lation. 

The necessity of low freight rates for New Brunswick 
is clearly indicated when we examine the per capita 
income of New Brunswick and compare it with that of Ontario 
and Quebec. Being further away from the market place and 
at the same time further away from the manufacturing centres, 
while at the same time having an economy which can least 
stand extra drains upon it, it is seen that any increased 
charge placed upon people here, directly or indirectly, 


further exaggerates the already great difference in per 


capita net income. The Rowell-Sirois Report, Dominion 
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Bureau of Statistic Releases and other available data 
establish the low comparative position of the New 
Brunswick economy. 

It is the policy of the present government of Canada 
to level off our economy where such is possible. We submit 
that freight rate increases granted horizontally help de- 
feat that policy. Long haul non-competitive freighr rate 
charges seem to be one of the means by which a railway 
may now gain extra revenue, but in the case of this pro- 
vince, while we are in the position of having to use the 
wWilways on long hauls, we can least afford the increase. 

Tt should be pointed out here that our submission con- 
cerns the Canadian National Railway Company particularly 
as it is by far the largest carrier in the Maritimes, but 
recommendations of your Commission which may subsidize the 
Canadian National, must of necessity, be made applicable 
to the Canadian Pacific in fairness to both. We also 
state that we are aware of the objection to subsidies 
from Dominion Government Revenues, but it must be re- 
membered that tariffs are subsidies in effect and are 
paid by the consumer, so it makes very little difference 
just how the purpose is accomplished. It appears to us 
hat once a protective policy is adopted and complete free 
trade is abandoned, then that protection should not penal- 
ize certain areas. If complete free trade existed, we 
would not make this point and in fact, we would not need 
i concern ourselves with it as some Of our problems would 
have solved themselves. But such is not the case and 
complete free trade does not exist. It is impossible to 
control by law one section of our economy without considering 
the effect of such control upon other sections of our 


economy and making such adjustments as are necessary. The 
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present tariff and transportation policies combine to 
ar disadvantage. 

RECOMMENDATIONS. 

We respectfully ask your Commission to recommend: 
ia That the differential as it existed before the last 
rate increase be restored by adjusting the provisions of 
the Maritime Freight Rates Act 1927. 

Ay That such reductions as are made in the standard 
rates be made applicable over the complete haul, at 

least as far as Toronto from the point of origin, instead 
o@ only within the "select area" as described in the 
Maritime Freight Rates Act. (See Appendix 1.) 

Gar That such reductions in the standard rates should 
be applicable on goods manufactured in Central Canada 

and shipped into the Province of New Brunswick, especially 
On those goods which are tariff protected and where there 
mono competing industry in the Maritime Provinces. 

We, That the difference between the normal rates and 
the reduced rates to be allowed should be paid by the 
Dominion Government from General Revenues in order that 
the cost should be absorbed by the nation as a whole 
mther than as now, have the incidence of long- haul ine 


creases penalize certain areas. 


ss That the Railway Act be amended to direct the Board 
of Transport Commissioners to consider economic, tariff 
and geographic factors in their decisions and to recognize 
prevailing world market conditions and that it be further 
anended to prohibit the granting of freight rate increases 


by the horizontal method. 


6. That your Commission cause to be investigated again 
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the feasibility of the construction of Chignecto Canal 

in the light of new conditions as a means of providing 
shorter and cheaper water transportation. 

‘ee That National Highway and National Airport con- 
struction should be expanded, 

oi. That the rail ys be required to adhere to a definite 
policy designed to eliminate all level crossings within 

a& reasonable period, with government assistance if ne- 
cessary and that inthe interval all crossings should be 
marked by electric signal devices. In addition provision 
should be made to correct inadequate overpasses and under- 
passes. 

on that the freight rate structure to Maritime Ports 
should be so constructed that the differential between 
Montreal and Saint John be restored in order that Canadian 


goods should be shipped through Canadian ports. 


ECONOMY OF NEW BRUNSWICK 

Since Confederation in 1867, the whole comparative 
position of the Maritime Provinces has changed. It is not 
suggested by any means that transportation has caused all 
@ such changes, but it is submitted that such should not 
be worsened and that it is not in the best interests of 
this nation that any portion of it should be substantially 
more depressed than another section. The worst fears of 
persons opposed to Confederation at times appear to have 
been realized but safeguards promised at the time and often 
put into effect have not always accomplished their purpose 
and the railways, with their practical monopoly, are a 
means whereby a "levelling-off" can be accomplished. We 


are all Canadians, and we are all neighbours, and it is only 


“ wa od 
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fair that advantages and disadvantages be shared. It 
does not make for unity that one part of this country feels 
that it contributes more than it receives, 

It is not the desire of the government in this pre- 
sen ation to present again all of those arguments which 
fave been previously advanced concerning our position 
within Confederation and we intend only to refer to those 
findings which have already been made by competent au- 
fhorities after the hearing and consideration of evidence 
presented to them, especially with respect to trade. If 
ar nation is to be a united one, a national transportation 
policy, co-ordinated with other policies must be put into 
errect.. 

We refer the Commission to the reports of the Com- 
mission on Maritime Claims 1926; Royal Commission on Trans- 
portation 1932; Royal Commission Provincial Economic 
Enquiry (N.S.) 1934; and the submission of the Government 
of Nova Scotia to Royal Commission on Maritime Disa- 
bilities within Confederation 1926 - the pertinent sections 
of the Rowell-“irois Report; as well as the latest 
release of the Dominion Bureau of Statistics, "The 
Maritime Provinces in their relation to the Natimal 
Economy of Canada." 

For the convenience of the Commission we quote 
extracts therefrom in the Appendix hereto. (See Appendix 
2 et seq.) 

We submit that if the railway on account of high 
freight rates, does not accomplish its purpose, then 
the rates should be lowered, 

It must be admitted that the building of the Inter- 


colonial Railway was deemed so important by Maritime 
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people that in 1865, Confederation was defeated in 

New Brunswick because the building of it was not settled. 
The engagement to build it for the purposes stated was, 
according to Governor Gordon of New Brunswick as recorded 
in the Journals of the New Brunswick Assembly, "of a solemn 
character, approaching as nearly in its nature to a Treaty 
as the political conditions of these provinces permit". 

It has been and always has been realized that new and 
cheap facilities would have to be build and maintained if 
the trade of New Brunswick was to move east instead of 
south, 

Attention is drawn to the following quotation cited 
from the Canaian Historical Review on Railways and Confe- 
deration in New Brunswick, p. 374 quoted in Appendix 4 
hereto. 

The economy of New Brunswick depends on the prosperity 
of primary producers first and manufacturing second. We 
must sell our lumber, coal, fish, pulp and potatoes or 
become bankrupt, Our manufacturers, naturally, must 
have access to markets as well, It is our intention, of 
course, to deal with some of these cases specifically, but 
Our economy has a standard of living next to the lowest 
in Canada and if we do not, as a small province, have at 
least an equal opportunity to sell on fair terms in the 
Upper Canadian market, our economy will be further de- 
pressed comparatively. In many instances, the same primary 
products, which we produce, are produced nearer the market 
place so we must sell in a competitive market and absorb 
the fright rate, 

On the other hand, we buy in @ protected market 


and pay the higher price including increase in price caused 
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by tariff protection as well as increased freight rates, 

Thus any reduction in the net receipts of the primary 
producer is a drain upon us and any tariff is a further 
drain. Add to these charges the freight bill on 4 heavy 
manufactured article which we must bring from Ontario and 
the Commission will see that all three contribute to main- 
tain us in an inferior position economically. 

In today's markets other factors enter as well. We 
are normally part of the Atlantic Community and we normally 
ship much of our primary produce overseas, Our lumber, 
fish, agricultural and manufactured products have in the 
past found a European market, at least in part, but today, 
due to foreign exchange conditions and other factors, 
those markets are practically lost. For instance, lum- 
ber purchases for United Kingdom markets in 1949 will be 
less than one-third of normal for the last few years, 

The position of New Brunswick is not comparable 
to that of any province outside of the Maritimes. Other 
provinces either produce non-competitive products or 
manufactured goods whereas we, broadly speaking, are de- 
pendent upon primary production, and as has already been 
pointed out, competitive primary products in most cases. 

As submitted in the Preliminary 3rief, and re- 
iterated here, it is our respectful submission that railways 
must not he judged on o commercial basis alone but must be 
treated as instruments of a basic national policy to be 
used for the public good, the said national policy being 
designed to co-ordinate all branches of government with 
he purpose of avoiding the placing of an unfair burden upon 


any one section of the economy. 


We submit that the recommendations made by this 
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province, while we know and realize that they will not 

be a panacea for all of our transportation ills, will at 
least minimize the burden placed upon our people and 
while a disproportionate share of the load will still be 
present, its impact upon our economy will be lessened, 
Today, as never before, we need markets in which to sell 
our primary produce at a reasonable price and that market 
fs in Ontario and Quebe€in part at least, It must be 
made available to us on economic terms. 

APundant resources without adequate economic trans- 
portation to make them available are of little use. 

(See Appen.7) 

The original justification of the tariff was: that 
producers prices of exports had been increased and con- 
sumers prices of imports decreased because of government 
expenses On transportation. That is not true today. 

The gross production per capita of the Maritime 
provinces of 1945 was $533 and in all Canada it was 
$963 per capita. The figures supplied by the Dominion 
Bureau of Statistics in 1948 indicate that approximately 
7% of the total agricultural income of Canada was re- 
ceived by the Maritime provinces and the other statistics 
indicate that over the past quarter certury the per capita 
income in the Maritime Provinces has been considerably 
lower than in the other regional economies, varying from 
between 64 and 78% of the Dominion average. These figures 
are both reflected in and confirmed by statistics on the 
luxuries and household necessities owned by the people of 
the Maritime provinces, and in both New Brunswick and 
Prince Edward Island, 

It may appear to the Commission that these figures 


are not representative of the true conditions but they 
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certainly indicate that the Maritime economy is less 
buoyant and can therefore stand less strain upon it 
without having a very adverse effect. 

While statistics are not available to establish 
the fact, it is probably true that the Maritime provinces, 


in proportion to their population use the railways for long 


hauls more often than most other sections of the Dominion 
and especially for long-hauls on imported goods, the’ 
freight on which is passed on to the consumer in eae cases, 
It is probably true, however, that the Maritime Provinces 
are not great users of the railways for long-haul purposes 
On export goods, because much of the export business of 

the Maritime provinces has been to overseas and American 
markets, but under today's conditions of world trade, it 
seems fair to assume that the Maritime Provinces will be 
required to use the railways for export purposes to a 


great degree in order to obtain access to the central 


Canadian market. 


CANADIAN PORTS 

We draw to the attention of the Commission that the 
present system of rate-making to American and Canadian 
ports, co-ordinated as it is, has tended to greatly 
increase the differential between Saint Jom and Montreal 
and in some cases, the increase has been up to 20 cents 
per 100 lbs. This has had a detrimental effect on 
Saint John port activity in competing with United States 


Eastern Ports. (See Submission of Maritime Transportation 


Commission volume 1 page g4 et seq.) 
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HIGH FREIGHT RATES AND THE NEW BRUNSWICK CONSUMER 

To relieve us of part of the burden of transporta-= 
tion costs which adversely affect our economy it is sub- 
mitted that the principle of the Maritime Freight Act 
should apply on goods moving into New Brunswick from 
points west for use here a well as on our goods moving into 
central and western Canada. 

So many factors are involved in arriving at prices 
On consumer commodities that it becomes virtually im- 
possible to attribute price differentials between different 
areas or localities to any specific factor. However, it is 
gene ally recognized that transportation charges are an 
important factor in costs and must be covered in arriving 
at a final price if business is to be carried on profite 
ably; it thus follows that an increase in transportation char: 
ges will be reflected in higher prices to the consumer 
although it is true that under certain market conditions the 
producer may have to absorb the increase; when this happens 
marginal producers may be forced from their markets and 
put out of business. Generally it maybe said that con- 
sumers bear the increase when there is no local supply, 
andproducers when there is a local supply in the market 
in which they are selling. 

We in New Brunswick are forced to buy much of our 
gods, particularly manufactured a rticles and heavy 
guipment, from Ontario and Quebec where the heavy 
industries tend to locate. Our alternative sources of 
supply are barred to us by tariff restrictions, lack of 
arrency or other barriers; smallness of the market because 
of our limited population and our relative lack of wealtn 


wrohibit the establishment of expensive plants dependent on 
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large scale production and large markets. We are thus 
forced to bring in much of our consumer goods and to pay 
transportation charges since lack of a local or other al- 
trnative supply enables shippers to transfer transporta- 
tion costs in full. It is because of this that as consumers 
we are so concerned with the increase in transportation 
@osts. To relieve us of this disability our sources of 
supply must be extended or the transportaton costs 
involved in getting our goods from the protected Canadian 
source kept at a minimum and, if necessary, absorbed by 
tie whole Canadian economy by government subsidy or other 
aid £5 our carriers. 

It is generally recognized that prices for 
many commodities are higher in New Brunswick than in 
Central Canada. It is not claimed that the unfavourable 
differential is always due to transportation costs but in 
‘many cases the cost of transportation is added to the 
f40.be price to fix a retail price set by the manufacturer, 
This results in a higher delivered price to the New 
Brunswick consumer than to the consumer nearer the manu- 
facturing point. Examples of this follow. 

The transporteion charges on a standard automobile frm 
from tne Ontario factory to New Brunswick is $50.00; on 
a large truck it goes up to $73.00. This charge is ine 
Cluded in the delivered price and is usually paid by 
the manufacturer and included in the delivered price to the 
distrioutor who, of course, passes it to the final pur- 
hhaser, The delivery charge by truck-trailer or drive- 
away to a central Canadian point is approximately $12.00, 
The price differential due to freight charges on 4 


standard automobile between New Brunswick and Ontario is 
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between $30.00 and $40.00. Even for a single purchase 
this is a considerable amount and for the three thousand 
passenger cars and one thousand trucks (the estimated 
number of new vehicles sold in New Brunswick in a normal 
year) amounts to a considerable sum. 

We find it difficult to follow any argument which 
maintains that we must buy in a2 protected market at a much 
higher price than in the alternative source of supply in 
the United States and in addition be compelled to pay 
$40.00 more per unit than the consumer living in the area 
Of supply. Kither the freight charge should be distri- 
butec to all consumers or our alternative source of supply 
Opened to us. 

As primary producers we are concerned with the price 
of the equipment we must we. Every increase inthis raises 
our cost of production and handicaps us in getthg our 
goods priced low enough to compete both in central Canadian 
end world markets. Delivered prices on farm machinery 
jllustrate this disadvantage. Our farmers pay the freight; 
tt is added in setting the retail delivered price. 


Freight Charge delivered at: 
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No.30 Tractor 
(1740 in Fred- 


ericton peel nil $28.75 65 .94 11.40 
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Places named are distributory points and 
additional changes are made to move them from points 
named to customers in the zone concerned. The point we 
wish to make is that the New Brunswick farmer must pay 
more for his machinery because of the freight charges 
than a farmer located near the factory. The items 
shown were chosen at random. It is submitted that 
the amounts are significant and illustrate a handicap 
our farmer must meet in keeping down their costs and 
in competing with the centrally located farmer. 

Other examples similar to those used can be 
cited. Heavy equipment of all kinds such as power units 
and earth moving equipment is sold here with the freight 
charge added. For example the freight charge on a 
100 horsepower W.D. 18 power unit from Toronto to 
Fredericton is $62.80. This is paid by the user and 
22) 20qge0 fo the quoted price. similardy the delivered 
prices of many articles of common use are higher here than 
in central Canada and much higher than in the United 
States. 

Prices of consumer goods, examples selected 
at random, illustrate this contention, Ai model MJ-7 
Frigidaire electric refrigerator delivered to the 
customer sells in Fredericton for $343.00, in Toronto 
for $339.00 and in Houlton, Maine, U.S.4., for $219.75. 
A model RK 20 Frigidaire electric stove sells, 
delivered to the customer,in Freddgicton for $33.00, 
in Toronto for $329.00 and in Houlton, Maine, U.S.A. 
for $219.75. Automobiles cost about one third more 
in Canada than in the United States and it is not the 


difference in taxes which causes the spread. A four-door 
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de-luxe Chevrolet Sedanretails in Fredericton for 
$2021.00: a similar car retails in Houlton, Maine, for 
$1769.00 and is equipped with over $100.00 worth of extra 
such as air conditioning, seat covers and oil cleaner 
not included in the Canadian price. Similar examples 
can be quoted on bicycles, electrical appliances and 

all lines of goods particularly those protected by an 
import duty. 

Prices in New Brunswick on consumer goods 
imported from central Canada are higher by the amount of 
the transportation costs than are prices of similar 
goods in central Canada. This has been demonstrated 
and in any event is a generally accepted condition. 

Thus ‘while as consumers we pay transportation charges, 
as producers of primary products we very often have to 
absorb the transportation costs, since we sell in a 
market where there is a local supply: this is par- 
ticularly true for our agricultural producers (See the 
case for potatoes). We are, therefore, affected both 
as consumers and producers by transportation costs, 
which perhaps explains in some degree our concern with 
transportation policies. 

A point we wish to stress is that the general 
trade policy of Canada makes possible such price spreads 
between New Brunswick and the State of Maine as have 
been indicated. We in New Brunswick gain no direct 
benefit from industries located in central Canada and 
look with some envy on the much lower prices prevailing 
on manufactured goods across the international boundary; 
the sacrifice is plain, the benefit vague and doubtful. 


We are pointing out 2a condition known to all citizens; 
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we are not specially cond mning it but we contend very 
strongly that disabilities of this nature must be kept 
at a minimum and national policies so shaped as to 
eliminate spreads of this nature. Any national 
transportation policy adopted, to be truly national, must 
have this condition as a basic consideration; we submit 
that transportation for good or ill, is a key instru- 
ment in developing and maintaining national unity, and 
it must be related to economic, political and geo- 
graphic considerations. We are as anxious as any, 
perhaps more so, to maintain national unity and to 
develop a strong Canada, but we submit that national 
policies must be shaped with consideration for all of 
Canada and not just a part of it; and that everything 
possible be done to even up the economies of all parts. 
Transportation is one of the most effective instruments 
available for this. 

it is’ on this basis” that we make our claim 
For extension of the principle of the Maritime Freignt 
Rates Act to apply on traffic moving from eastward 
in Canada destined for us in New Brunswick, particularly 
on goods made in Canada under a high tariff wall and 
of a type and kind not made in the Maritimes where 
manufacturing industries using mass production methods 
have not and are not likely to develop. We submit 
that the New Brunswick consumer of both ordinary 
consumer commodities and of producer goods must be 
considered. We believe that any loss to an industry 
operating in New Brunswick for the local market under 
the protection of high freight rates will be more than 


compensated for by cheaper prices to consumers and 
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by lower manufacturing costs to all concerned through 
cheaper access to necessary equipment and supplies. 

Our case is based on our desire to distribute 
the gains of our national policies to all areas. We 
do not like subsidies whether direct or indirect, but 
they are part and parcel of our whole economic and 
political framework and we have no alternative suggestion 
other than the freeing of trade barriers, an action which 
seems unlikely but which we feel would solve many of 
our problems of buying and selling. 

We also point out that this whole argument 
illustrates how transportation policies are bound up 
with political considerations. Economic, geographic 
and political factors must be considered in framing 
any national transportation policy; to do otherwise would 


be to invite the breaking up of our confederation. 


THE FOREST INDUSTRIES AND HIGH FREIGHT RATES 

The forest industries form the backbone of 
the New Brunswick economy. In the 112th annual report 
of the Department of Lands and Mines for New Brunswick 
the gross value of our forest products for the 1948 fiscal 


year is estimated at $124,000,000 distributed as follows: 


Products of pulp and paper mills $72,000,000 
Products of sawmills and woodworking 

plants 23,000, 000 

Pulpwood, pit props, ties, poles, etc. 21,000, 000 

Fue lwood 8,000, 000 

Total $124,000, 000 


These industries provide almost onehalf of 
the gross production of the province and the welfare of 


many of our citizens is bound up with their prosperity. 
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While pulp and paper production has gained first place 
within the group, the value of our other forest products 
is not negligible and since their production is 
scattered throughout the province it has a very direct 
effect on our economic well-being. 

Transportation costs, of course, affect all 
production, but the use of trucks, the relatively short 
hauls to points of export by water and the location of 
many of our pulp and paper mills on seaboard help to 
minimize the effect of rate increases on this industry. 
Their costs are, however, affected particularly in the 
increased cost of obtaining part of their pulpwood and 
fel. 

Pulpwood 

In 1948 about 770,000 cords of pulpwood were 
shipped to points outside the province. OF thre 570,000 
cords were exported through New Brunswick ports, 40,000 
cords through ports in Quebec and 160,000 cords were 
shipped to points in Quebec and Ontario for processing. 
The quantity of pitprops exported was approximately 
ceo, 200. cords. While pitprops move overseas, most of 
our pulpwood not used locally moved to United States 
pountsp(muchivof it: by rail. 

A cord of pulpwood weighs about 4,000 lbs. 
Rates of course vary according to the length of the 
haul but the freight charge on a cord runs up to $9.60, 
the present cost to ship from central New Brunswick to 
Quebec, The current price of pulpwood at the siding 
is $12.00 per cord. When transportation charges 
amount to 80% of the value of the product to the 


producer it can be recognized readily that their 
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increase, coupled as it now is, with a declining market, 
is a serious matter to the producers and shippers in the 
province. The last increase in rates restricted the 
borderearecarfrom which iteis possible to+ship. Opera- 
tors are planning to use trucks to move pulpwood from 
western New Brunswick to mills in Maine and shipments 
from eastern New Brunswick to Oswego are now moving by 
water. The railways are pricing themselves out of 
business. 
Attention is also drawn to the extension of 

United States rates to the Canadian end of export hauls. 
Consigeration ought. to. be given: tos the effect,of this 
on particular industries before our roads are allowed 

to take advantage of it. This is particularly true 

of pulpwood. The operation of competitive rates often 
makes it necessary for shippers to haul wood past non- 
Competitivespoints towa competitive) poimtxhand, in 

some instances, the railway hauls this wood back past 
the stationpet which it. could have, been) doaded more 
economically. This surely is uneconomical for all 
concerned; adjustments of the rate structure to prevent 
this type of waste ought to be made. (Rates from 
Hardwood Ridge and Chipman are cases in point.) 

Long Lumber 

The long lumber business is affected by 

transportation charges and, with the increasing im- 
portance of the domestic market, producers are tending 
to become more concerned with freight rates particular- 
ly when, as is now the case, increased transportation 
costs cannot be passed to the consumer. 


For 1948 our long lumber production is 
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estama ted .at..215,000,000 £L.ab.m, Historically the out- 
lets for our lumber have been in the United States and 
in the United Kingdom. LG iscdifficudttouobtamm 
accurate figures on the amount of our cut sold in Canada, 
but the Toronto market is important for our white pine 
and the Montreal market for our low grade lumber. In 
these markets competition from the local producer and 

on high grade lumber from the British Columbia producer 
must.be met. Transportation costs definitely limit the 
distance westward we can ship. A hardwood producer 
states that he was unable to ship his low end hardwood 
into Montreal because of the increase in delivered 

cost caused by the 21% increase. 

lenis .cotimated thateokwur cut.tonloltescs 
215 M f.b.m., 146 M was exported, the United Kingdom 
and the United States taking most of it;:about 69 M was 
consumed locally or shipped to central Canada. No 
record of the amount consumed in New Brunswick is 
available, but we are safe in assuming that 40 M feet 
Were sold in the central Canadian market. 

As is well known, the export market is becom- 
ing increasingly uncertain. We cannot depend on our 
traditional outlet in the United Kingdom; our share of 
the 130 M to be purchased from Eastern Canada by the 
United Kingdom for 1949 has stabilized the industry 
somewhat for this year but the manner of its arrangement 
indicates how unstable the export market is. Efforts 
to dispose of our product in the world markets are 
becoming increasingly difficult; we are becoming more 
and more dependent on the domestic market. It is 
obvious that we cannot use our normal production here 


in New Brunswick, and, as world markets become more 
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peatnicted end+difficult._to get. into, the domestic 
market assumes greater importance. Thus, although the 
central Canadian market has not been of primary import- 
ance, it appears that if the lumber industry is to 
achieve any stability this market must be expanded. 
During the war and in the immediate postwar 
period all shipments were made f.o.b. Now with the 
supply and demand situation more in equilibrium market- 
ing has become increasingly difficult, our shippers are 
being told point blank that they must quote delivered 
prices; transportation costs are being passed back to 
the producer who must absorb them to make his sale in 


competition with the local producers who have the 


market "on their doorstep". Freight rates are naturally 
a concern of our lumbermen. Every inerease in trans- 


portation costs means just that much less a return on 
has product. With the central Canadian market 
becoming increasingly important, everything possible 
must be done to enable our producers to market their 
product in that area. Increases in transportation 
eosts, affecting us more severely than they do the 
local producers, can result in complete loss of this 
market, precarious at best, just when it is most 
needed, The differential existing before the recent 
21% increase has been upset. For example, a rate of 
15¢ from an Ontario point to Toronto was raised to 
18¢, while a rate from New Brunswick of 30¢ was raised 
to 36¢, the differential of 15¢ was raised to 18¢. 
Figures on costs of production vary greatly 
and are difficult to get on the numerous varieties and 


grades of hard and soft woods; it is thus impossible to 
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set up actual typical cases, but we are certain that it 
will take very little to upset any market now existing, 
resulting in cut backs in production and severe injury 
to our economy. These, facts must net be igriored: in 
deciding any national transportation policy and lend 
strength to our claim that differentials must be 
restored to the 1912 and 1927 level, that the Maritime 
Freight Rates Act be extended to freight moving west 


of Diamond Junction and Levis. 
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BRIEF FOR ROYAL COMMISSION ON TRANSPORTATION 
COVERING NEW BRUNSWICK COAL PRODUCTION 


A, GENERAL 
Ls Description of ficid 
2. Value and place in economy of N.B. 
B. Basic Difficulties 
C. Suggested remedies 
1. Regrouping 


2. Branch Line 


The Grand Lake Coal Basin, including the 
Minto-Chipman coal ficld, lies within the counties of 
Sunbury and Queens. There is one seam which varies 
in thickness between 16 and 30 inches, and generally 
Sspeaking-is-flat-lying. Coal is mined by strip and 
underground operations. It may be considered that, 
with present equipment in the field, fifty feet 
represents the maximum depth which can be stripped; 
coal beyond this depth must be mined by underground 
methods. The man-day production (average for the 
last three years) is 1.43 tons per man day for under- 
ground mines, and 4.14 tons per aaron for strip mines. 
A representative proximate analysis of the coal is: 

Moisture 3.2% 

Ash 19.3% 

Volatile matter £28 


Fixed Carbon 
aks Us Pe are 11,610 


Based on this analysis Minto-Chipman coal is, 


from an economic standpoint, from 10 to 15 per cent 


(1) See next page. 
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inferior to other coals entering the Province from 
Nova Scotia fields. 
from a consideration of the following: 
1. Distance from competing fields 
a. UTTTICUulties Of Wining, Vie., Liav-Lyone 
thin seam and roof and floor conditions 


3. Limited man day production, 


4. Grade of coal 
it is apparent that the Minto-Chipman field is entirely 
different from competing fields; it is over 100 miles 
from any other producing field; and, therefore, it 
should not be grouped with other fields. 
(1) Canadian Bureau of Mines, 
Division of Fuels, Memorandum Series No. 100, April, 
1948. 

o Notvewano Fiace in, our economiG late. 

Wiese Geposits give direcr ecmploymiens, to over 
800 men and our coal mines support a population of 
over 7,000 persons in the mining area alone. Over 
500,000 tons of coal were produced in 1948, valued at 
over 34 million nee es The value of the industry 
in our provincial economy is apparent, not only because 
of the employment given, but because it supplies fuel 
for the New Brunswick Electric Power Commission, our 
pulp and paper mills and other industries. It is thus 
an important part of our provincial economy and its 
prosperity is a concern of the whole province. 

B. BASIC DIFFICULTIES 

The Minto-Chipman field has always operated 

Wider cirriculties. These are due, in part, to the 


nature and type of the deposit, to the lack of water 
(2) Report of Dept. of Lands & Mines, (N.B.) 1948, 
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transportation, to the outlets, and to the dependence 
on local markets, where competition from better grades 
of coal, moving under very favourable rate structures, 
must be met. The bistory of earnings ts nots favour- 
able and it is evident to even the casual observer that 
the Minto area is not one of the more profitable mining 
Contres. 

Recent development ofstripping operations, 
where the seam is within 50 feet of the surface, has 
helped the field, but this cannot be depended upon as 
a permanent method. 

The policy of the New Brunswick Power Com- 
Missions GOOUSesOur OWn coal for steam gceneration of 
electricity; the producers are giving some thought to 
better methods of screening and cleaning and are advising 
potential users of proper methods of burning their pro- 
Ouch. Every, effort is being made to encourage pro- 
duction and exploration. In spite of this, some 
basic transportation problems remain, the solution of 
which will do much to make this field the prosperous 
one it has a right to be. 

The market for Minto coal is a local one. 

The producers give the following data on possible use 
of coal by present customers in a normal year. 

Tons 
New Brungwick Electric Power Commission 200,000 


Grand Lake - Chatham - St. John 


Canadian National Railways 120,000 
Canadian Pacific Railways 30,000 
Pulp & Paper Industry 300 , O00 
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Canadian Cottons (Marysville) 4,000 

Domestic Use 000 
Maine, U.S.A. (Woodland, Pulp 

& Paver) 36 , 000 

695,000 


The Department of Lands and Mines report 
actual sales for 1948 at 520,000 tons for the fiscal 
year. Even with the assistance of the recent 50% 
Proust subventionu., it tse .dithicult to; ship into 
Quebec even for industrial use, because of the diffi- 
culty of competing with higher grade coal moving under 
amore favourable freight rate structure which also 
places our operators at a disadvantage and some jeopardy 
in the New Brunswick market. 

The Maritime coal fields are considered as 
one: group for freight rates; This makes it possibl'ie to 
move Nova Scotia coal into New Brunswick to our natural 
markets at prices which make it difficult for our pro- 
ducers to compete; Moreover, they are continually in 
jeopardy from Nova Scotia mines who could take this 
local market at will, due to favourable freight rates, 
a high grade product, and the generous help given them 
as subventions and subsidy payments since 1931 - which 
help was not extended to the New Brunswick producers on 
anything like the same generous At 

Markets, their stability and extension, are 
thus one of our main problems, Transportation costs 


are crucial in holding and extending them. 


(3) Figures supplied through an inquiry in the House of 
Commons, March 10, 1947, show that if New Brunswick 


coal operators had been given assistance at the 
same rate per ton as subventions andsubsidies, paid 
on coal shipped by Dominion Coal Company, and sub- 
Sidiaries, 1931-46, the total would have been 
$2,924,388, which would be $1,780,078 more than was 
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(Continuation of footnote from previous page) 
received. Per ton of coal produced Dominion Coal 


Co. & subsidiaries got in subventions, subsidies 
and bounties, 37¢ (1931-42) and $1.42 (1936-46), 
while New Brunswick producers got 5¢ and 67¢ for simi- 
tar periods. 

C. REMEDIES. 

There are kw two special factors coming 
within the field of transportation that would help 
to relieve present disabilities with regard to 
marketing, aid in stabilizing production and give 
a needed lift to the whole area. These are: 

1. A regrouping of freight rates from the 
ae | Cs. 

2. The establishing of better Canadian 
Naci0Onea.l COnnmections . 
joy ReECrOUDI Ne. 

the present freientrates “on coal’ from the 
Maritime field apparently were arrived at by various 
adjustments Since the days of the Intercolonial. 
When the Transcontinental was constructed, the »New 
Brunswick field was given an outlet at Chipman, but the 
rate structure evolved failed to recognize the Minto 
field as a distinct and separate coal mining area. 
The result has been that the rates to our natural 
markets in the province are such that great difficulty 
is experienced in placing our comparatively low 
grade product in competition with better grade 
coal, moving on rates which are generally more 
favourable. Our producers are placed at a distinct 


disadvantage in their own market. 
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JieLe resiized that mates per ton mile 
will naturally be lower for long hauls than for short 
ones, Since rates tend to taper with distance; it is 
also recognized that it may not be desirable when 
rates are grouped, to have a break in the middle of 
a shipping area; but it is contended: 

(1) That the Minto-Chipman field is a 
distinct and separate field, with a different 
type of product and different conditions of 
mining than the other Maritime fields; it is 
over one hundred and twenty miles from any 
other Maritime field and in no way can it 
be classified or grouped with any other field. 

(ii) That the present grouping of rates has developed 
more or less by chance and without regard to 
eGtiuals Condivi ons. 

(iii) That the present grouping discriminates 
against the New Brunswick producers by placing 
them at a disadvantage in their natural markets 
and in additional possible outlets. (See 
Appendix A for actual rates.s) 

(iv) That special subventions and aid given 

certain Nova Scotia operators since 1931 
and especially during the war, which xx 
aid was not exterded on the same scale 

to New Brunswick producers, has placed 
additional hardship on the New Brunswick 
producers. 
There it is requested that the Board of 

Transport Commissioners be instructed tc 


regroup freight rates from the New Brunswick field and 
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set up 2 structure that will enable the New Brunswick 
proaucer to place his product in the natural outlets 

in New Brunswick and Quebec on at Kleast an equal basis 
with his competitors, having win mind the inferior grade 
of his product. It is pointed out that regrouping may 

be based on conditions other than mileage; in this respect 
it is contended that the New Brunswick field is a 

foo 1c. ena different field. 

It is emphasized that there is no suggestion 
that the rates on competing coal be raised, but 
that a new grouping, based on actual conditions and 
Mecoung in mind the type of coal, be set up, and that 
eare be taken to give New Brunswick coal at least an 
even break in its natural markets in New Brunswick and 
Quebec. 

2. Better Canadian National connections. 

Boththe Canadian National and the Canadian 
Pacific Railways serve the Minto-Chipman area. 

A C.P.R. line (leased from the Fredericton 
and Grand Lake Coal and Railway Company, and the New 
Brunswick Coal and Railway Company) runs from 
Fredericton to Norton via Minto and Chipman; this 
line, with numerous sidings, serves South Minto, 
Rothwell, Newcastle Creek, and the Power plant - 
referred to in general as the South Minto area - and 
connects with the C.N.R. line at Chipman some twelve 
miles north-east of the Minto area. 

The Canadian National (Transcontinental) 
does not enter Minto but serves the North Minto section 
of the field by means of a spur line, built in 1923, 


of 6.4 miles from Hardwood Ridge. This line is 
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served by the C.N.R. and is operated by the Miramichi 
Lumber Company with the C.N.R. supplying equipment. 
be CONNECLS With the C.P.R. at Minto, but no inter- 
Switching of coal takes place here. 

The.C.N.R. and C.P.R. have.a point in common 
aeeCOtpman. Coal originating, in the C..P.R. portion 
Ouetmeet veld, pound for C .N.R« points, is, taken to 
Chipman and switched to the C.N.R. (See attached 
sheet - Appendix X) This increases the cost 
Opecoat (or delivery from the South Minto area to 
C.N.R. points by thirty cents per ton, and places 
the South Minto producers at a disadvantage in shipping 
wo G.N.R. points; this situation is obviously 
undesirable and has a depressing effect on the price 
Ot Coa. An the whole district. For example, coal 
moves from the North Minto field via the spur line 
and C.N.R. to Bathurst at $8.30 per ton delivered; 
from the South Minto area via C.P.R. and C.N.R. to Chatham 

for $8.50 per ton, although Chatham is 45 miles nearer 
PoRwinco. tian) s Bathurst. 

1G 26 proposed, thate the spur,dine.trom 
Hardwood Ridge to Minto be made a branch line, 
involving bringing it up to branch line standards 
and making Minto a station stop from which rates would 
be quoted; It is further proposed that interswitching 
privileges be set up at Minto between the C.P.R. and 
EaN.R. In support of this request the following 
facts are presented: 

Traffic over the spur, tine averages. 1> 
cars per day, and during the busy season runs up to 20 


cars, which is its present capacity, due to the condition 
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of the bridge over Newcastle Crrek and the heavy 
grades. A definite limit is thus set on the: amount 
of coal that can be moved over it. At. present only 
one Company (The Miramichi Lumber Company) whose 
operations are mostly in the North Minto area, can 
use this line, and they will have difficulty moving 
planned increased tonnage, unless the line is improved; 
moreover, with interswitching privileges at Minto, much 
coal originating in South minto and Bmubound for C.N.R. 
poAntSs, would) move over 4 ta 
Present tonnage moving via the spurx(1948) 
Approximately 200, 000 
to, © .NoRy 135 302 
Poel. wivermiationad, Paper Co. LOSs SOT 
to Bathurst Power and Paper Company 13,570 
To miscellaneous 4,000 
Possible new tonnage from North Minto field: 
80,000 to 100,000 
Planned) inereased production. 
Tonnage now moving from South Minto to C.N.R. points 
vie Chipman: Sle 000 
To Bathurst 19,000 
To Chatham 32,000 
(All figures based on 1948 production) 

The figure for Chatham may approach 100,000 
tons as the new power generating plant takes over 4a 
neavier load. 

Total tonnage the branch line could expect to 
handle would be, as a conservative estimate, 330,000. 
This would give an average of over 25 cars per day 


and would undoubtedly warrant the expense involved in 
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improving the line. 

Levis’ reaitzedy-of°oourse, that’ this move 
might reduce the traffic between Minto and Chipman 
on tne CYPsR. or compel’that line’ toveut 18 rates. 
In any case, the welfare of the whole field should not be 
prejudiced by the interest of this line. Moreover, it 
is possible that in the over-all picture the C.P.R. would 
not suffer. General stimulation of the whole field would 
benefit the line and since switching would be done at 
Minto by the C.P,R., some revenue, limited by the possibility 

of trucking, would accrue from that service. 
Approximate tonnage carried by the C.P.R. to 


C.P.R. points 1948, was as follows: 


roe pointe vohn 10,000 
To Power Plant 

(Newcastle Creek) 40,000 
To Canadian Cottons 

(Marysville) 5,000 
To Maine, U-S.A- 36,000 
To Edmundston LOO ,000 


In addition, the railway moved 25,000 tons for 
its own purposes. The proposed regrouping and 
expected additional tonnage to Edmundston (Fraser 
Companies) would increase C.P.R. katraffic by more than 
would be lost between Minto and Chipman. 

Thus the establishing of a branch line from 
Hardwood Ridge to Minto would relieve the congestion now 
developing on the spur cutdelivered costs for the 
whole area, increase traffic for the C.N-R., increase the 
Over-all trafficfrom the area and inject new life into 
the whole field. This - coupled with regrouping of rates 


and possible industries in the Minto area, would put this 
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field in a sound position and be a boon to the whole 
region. It is submitted that nothing is being re- 
quested which will cost the carriers anything in the 
long run; what is requested is simple justice. 

It isapparent that the flat rate increase of 
rates (such as the 20¢ per ton increase of 1 April 1948) 
given without regard to conditions, operates to the 
disadvantage of the Minto field. Increases have to 
be passed on to consumers and they thus serve to put 
the cheaper Minto product at a greater relative dis- 
advantage. Thus, a 20¢ increase on $7.00 coal 
is a larger percentage increase than a 20¢ increase on 
$9.00 coal. The differential may seem small but it may 
be enough to result in loss of markets by the Minto 
producer; certainly it. makes his position less secure. 
The margin of preference which may exist in spite of lower 
Meali7 Cy, vecause..of.its lower prices, isylessened., 
Moreover, the 20¢ increase used on the short haul to 
the power plant changed the rate from 30¢ to 50¢ per ton. 
This type of increase may result in loss of traffic 
as the operators shift to truck transportation; already 
60% of the coal being delivered to the Power Commission's 
plant at Newcastle Creek is moving by truck. 

APPENDIX A 

Examples of disadvantages Minto producers are under with 
present grouping. From N.S. points to 


Dalhousie and Bathurst. 
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sie, Nes Sydney, N.S. 
usie, N.B. stellarton 
(Acadia Coal) 
usie, N.B. sorrel) Jet 
usie, N.B. Minto via 
Chipman 
more, NE. Hardwood Ridge 


mee opur,N.B. Springhill Jct 


irst Spur,N.B. Minto via 
Chipman 


rst Spur,N.B. Hardwood Ridge 


Dist- 

ance Rate 
et $2.10 
340 nerd ®) 
1250 Lit) 
ae P50 
220 Leo 
188 1.00 
169 130 
165 #1 00 


Cost Differential 
per per. ton mile 
ton against N.B. 
mile producers. 
3-9 

Tire) 

ie 


6.5 yee iO oe 
5.4 ied el ts any 
5.04 

ek Oat 

G20 im 


#In addition there is a charge of 10¢ per ton for moving 


coal from Minto to Hardwood Ridge; 


this increases the 


unfavourable differential above figures shown. 


(The rate from Sydney, N.S. to Dalhouse, N.B. is less 


than the actual cost as calculated by the railway for 


O-G.p. coal, although the water borne rates, on which 


the rate is based, are now much higher than when the 


rate was established.) 
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Statement comparing mileages, rates, and pDerocer 


mile revenue from Hardwood Ridge, N.B. and Maccan, 


N.S. to various destinations in New Brunswick. 


Per car Mile 


Miles from Rate from Revenue from 

H.R. Macean Ham. Meccan 1... Maccan 
Bathurst Spur 154 180 100 100 2579 22.2 
Dalhousie 225 24d Le.) ALS@t~ S20 8 els 
Fredericton 66 189 130. LTO ee 78-7 BL ay 
Newcastle jee) 136 140 140 50.9 Ela 


Doueerrn Cent per ton Of 2,000 Ips. 

Hardwood Ridge and Maccan nearest points on C.N.R. in 
N.B. and N.S. fields to New Brunswick points. 

Last column based on 40 tons per car. 

Note that Minto field has to pay additional cost of 


10¢ per ton to get coal from mines to Hardwood Ridge. 


POTATOES AND FREIGHT 

General 

The potato crop is the most important Pield 
crop of New Brunswick; its value as a cash crop is 
normally greater than that of our other field crops 
combined and since 1940 has averaged around $15,000,000. 
per year. Although the principal growing areas are in 
Carleton, Victoria and Madawaska counties, almost half 
of the 31,000 farmers grow potatoes on a commercial 
basis and under favourable circumstances many more would 
do so. The successful marketing of this crop is thus 
vital to our provincial welfare; when the 
potato growers are in financial difficulties the whole 


provincial economy is affected adversely. New Brunswick 
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produces about 20% of the total Canadian production 
of about eighty million bushels and provides about 60% 
of the total volume of potatoes moved by rail in Canada. 


Potatoes as Freight 
a) 


Domestic Carlot Unloads -- in 12 Canadian 
Markets. 
Total Percent 
Year From N.B. for Canada From N.B. 
1943 - 44 6823 10742 63% 
1944 - 45 1842 5055 36% 
1945 - 46 4685 Thal 61% 
1946 - 47 6144 103471 35% 
1947 - 48 to March 4863 7700 63% 
SLs. 


These figures are for twelve markets only and 
Go not include carlot movements for export which go up to 
4,000 cars for New Brunswick alone. According to figures 
supplied by the provincial department of Agriculture 
carlot inspections of table stock potatoes in New 
Brunswick totalled 8419 for 1947-48. In addition New 
Brunswick supplies around two million bushels, 2,500 carlots 
on an average, of certified seed to export markets, all 
of which moves by rail from farms to ports or points of 
export. In addition there is some sale to domestic 
markets of certified seed. For 1947 there were 
3020 carlots of certified seed moved in New Brunswic': 
and of the whole crop only 280 carlots equivalents moved 
by truck for local planting. This movement is not 
negligible business; potatoes are freight. 
Potato Growing - A Competitive Business 

The business of growing and selling potatoes 


is highly competitive. Grower competes with grower in 
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disposing of his crop at the warehouse or siding, 
dealers and shippers compete for orders and for the 

crop of the grower. Potato growers are marginal 
producers. The business is hazardous with losses or 
profits depending on many factors, such as unstable mar- 
kets, which are hard to control. 

Markets 

In order to place its surplus the province has 

sought diligently and with some success to improve the 
product, specialize in seed production and find markets 
in foreign countries; samples of our potatoes are 

now beingetried in South Africa, Congo, Ceylon, Iran 

aoe Other Gigvant ‘countries: our efforts torobtain 
outlets in the West Indies and South America are well 
Peotone, spire of this tit chee been end wit continue 
to be necessary for us to sell much of our crop to 
Canadian outlets, to the metropolitan markets of Montreal, 
Ottawa and Toronto. For the crop year, 1946-47 we 
eae carlots or 4,802,500 bushels of our production 
of sixteen million bushels in Ontario and Quebec; these 
markets take about 30% of our total production and 

are thus vital to us. Any handicap in shipping to 

that area affects the whole industry and injures the New 


Brunswick economy. 
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(3) 


Carlot unloads in various markets from EBastern Provinces 
for a typical year. 
NT iensitar we 


To: Market From: P.E.I. N.B. Quebec Ontario(N.S. 


negligible 


Halifax 266 25 --- 63 
Saint John 12 ho a pe 4 
Quebec City 9 eke 104 78 
Montreal 664 4908 533 380 
Ottawa L7O.” Ree 4 189 
Toronto 604 313 16 AL 
Winnipeg --- --- --- 20 


No appreciable movement further west. 

This table indicates the origin and destination 
points of the heaviest movements of carlots of potatoes 
for domestic markets. Obviously potatoes moving to the 
Montreal and Toronto markets from the provinces of 
Quebec and Ontario are being moved by truck. If the 
raziways are interested in the potato carriage business 
it is the Maritime business that they must foster. 

If New Brunswick potatoes cannot move to market because 
of transportation charges and because of the unfavourable 
position they are placed in competitively because of 
cheaper haulage by truck by their more favourably 

located competitors, the railways may lose the business 
they now have. Their interest coincides with the 
interest of the potato grower in this respect. 

The New Brunswick potato growers position is 
particularly unfavourable at present and at best 
it has been hazardous. Cost and price relationships 
are out of line and increased freight charges have 


added to the burden. The handicap under which our 
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growers operate in disposing of this crop in the 
central Canadian market is strikingly illustrated by 
the following information taken from the Fruit and 
Vegetable Weekly Crop and Market Report, No. 36, 

Vol. XX dated 6 December, 1948; ‘Prices paid New 
Brunswick erowéers, bulk per 75 lbs. No. Ll, delivered 
shipping points, Green Mountains, Katahdins, 68 to 88 cents, 
few 72, while Caradoc and Sarnia growers were receiving 
2. -00CT6 051 110 ori 75clbs salt tshouldabe cept incmind 
also that New Brunswick potatoes command a premium 
price because of quality on the Ontario market. This, 
Surely, is conclusive “proof OCFUNGIN VE. serower!s 
disadvantage; care must be taken not to increase this 


disadvantage. 
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The Impact of Increased Freight Rates 


Increases in freight charges effect the N. B. 
potato grower in two ways: 

1 As a producer selling in a highly competitive mar- 
ket where a difference of a few cents per sack may swing a 
Sale, he must place his product on the central Canadian 
market in competition with locally produced potatoes and 
hence must absorb any increase in costs which do not affect 
his competitors; since, as has been shown, his competitors 
truck their produce to markets to which they are nearer, 
transportation costs, the greatest single cost factor in 
marketing New Brunswick potatoes, are of vital importance 
wo the N.2 B. producer. 

2 As a consumer of machinery, fertilizers, sprays, 
and bags, he must pay the extra costs involved in bringing 
these products from their sources; since these products 
are not locally produced the sellers have no local com- 
petition and hence pass on any increased costs to the con- 
sumer, 

The N. B. grower is thus hit twice by increases 
in freight charges. 


(4) 


Marketing Costs (per 75 Ibs Sack) 


Purchasing Freight Total 
Grading and bagging 5¢ 
Local trucking 5¢ Frt. 


26 
Refrig.& Heat 2¢ 
Loading o¢ 


Bag,tag,twine,inspection 15¢ 
Brokerage, dealer's margin 7¢ ene tree | ae 
34¢ 28¢ 62¢ 
For the crop year 1948-49 on prices being paid 


in Montreal, December 1948 ($1.25 - 1.30 per 75 1b. No. 1) 
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the freight was 22% of the selling price. Even with 2 
doubled price the freight charge would be relatively high 
with respect to the selling price. For 1945-46 the freight 
was 11% of selling price, in 1946-47 it was 15%. If the 
20% increase is added and the price remains at $1.28 the 
percentage would be 25%. No industry can long stand 
freight charges of this nature particularly when the chief 
competitors are not affected. 

To get a 75 lb. bag of potatoes from the growers 
bin to the Montreal market under present conditions the 
cost is 62 cents. This was almost 50% of the current 
Selling price in Montreal, during November, and returned, 
to the grower only 66-70 cents, which was the price at 
the siding. Undoubtedly at this price many growers lost 
money. (See footnote.) The average growing costs 
are between 80 and 90 cents per 75 lbs. in the bin on 
the farm. (See Appendix A). Thus the only growers who 
can break even are those with abnormally low production 
costs due to very high yield or some fortuitous circun- 
stances; there may be none in this category. A yield of 
200 barrels to the acre would be required to bring the 
cost down to approximately 50¢ assuming no additional 
fertilizer or care; the probability of this happening is 
Note: The "floor" price was set at $1.15 per hundred- 

weight, April 1, 1949, in the bin on the farm; 

this is. 86¢ per 75 lbs. or $1.90 per barrel or 

165 lbs. In spite of this some potatoes moved at 

$1.50 per bbl., presumably because of lack of 

storage space or need for ready cash. While the 

"Floor" price prevented the N. B. grower from 

taking too great a loss, it is of interest to note 

that potatoes must sell in Montreal at $1.52 per 

75 lbs. to make it worth while to ship them. Cur- 

rent prices during the fall of 1948 did not meet 

this and the producer who had to sell took the 

loss which was 4 to 5 cents extra due to the 21% 

increase. The floor price operated to stabilize 

the market and the selling price was around $1.50 


per 75 lbs. Montreal during the winter, Price 
mid-June, $1.65 per 75 lbs. 
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very small. For the average farmer to break even 

the selling price on the Montreal market must be over 

$1.52 per sack; with the old freight rate it would be $1.48 
with the proposed new one $1.57. However, these 

figures are merely illustrations since the farmer 

cannot pass on the increase; he has practically no 

control of price and must, as has been stated, absorb 


any additional or increased costs. 
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It has been shown that while the Canadian 
outlet for the N. B. grower is essential, he must sell 
in a buyers' market where the main control of price is 
in the hands of the local producer, Allowing a margin 
of five cents to the N. B. producer because of quality 
he must meet the local grower's price. In addition 
he must absorb, for the Montreal market, a 28¢ freight 
charge. His competitors truck their produce to market 
for almost the same cost that the N. B. grower must meet 
to get his crop from farm to siding; allowing 8¢ for 
this cost to his competitor he still has to absorb a 
20¢ difference. The premium price for N. B. potatoes 
tends to be made up for by the extra cost of the special 
Cakemaequired tO. produce <Lt.. In addition the purchasing 
costs of bagging, grading and loading for the N. B. pro- 
ducer are -higher than,.those of his competitor. Any 
addition in freight charges must be absorbed by the 
already over-burdened producer. 

Taking the average yield as 220 bags to the 
acre (100 bbis.)the increased freight charge which has 
been absorbed by the grewer due to the 21% increase in 
freight rates was $9.90 to $13.20 per acre of produc- 
tion (220 x 4.5 for Montreal; 220 x 6 for Toronto). 

An additional increase of 20% will mean additional bur- 
den of $11.20 for those sold in the Montreal market 
(220 x 5.) and $20.24 for those sold in the Toronto 
market (220 x 9.2.). This is to say that the decrease 
in return to the grower disposing of his crop in the 
Montreal market due to the freight rate increase of 21% 
was around $200.00 for a farm producing from 20 acres. 


An additional increase of 20% will mean a new decrease in 
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return of from $11.00 to $20.00 per acre. Ttpis 
obvious what these figures mean to the ordinary popaiershbledce cr 

In addition to difficulties involved in the 
domestic market, it rust be kept in mind that the 
increased rate on potatoes moving to the export market 
very often must be absorbed by the grower. This is 
particularly true when there is a buyer's market as 
there 13 when there is a surplus of potatoes. This 
amounts to $15.00 per carlot, Hartland to Saint John, 
for the 21% increase and would be over $16.00 for the 
proposed 20% increase. 

The N. B. primary producer must buy much of 
his consumers! goods from the central Canadian protected 
market. Due to the freight rate increase a two row 
tractor digger increased in price $7.50: other machinery 
Costs went up on a comparable basis. Fertilizer costs 
increased 40 cents per ton;(5) price at Hartland 20 
March, 1942, $44.80; 15th April, 1948, $45.20. It has 
been estimated by the N. B. Potato Growers' Council 
that the 21% increase in freight rates raised production 
costs by over four cents per bag when all things are 
considered. The point to note is that increase in 
costs due to increased freight rates are passed to the 
potato grower. Thus while he absorbed the increase in 
rates on the sale of his product he also absorbed the 
increase in rates on the materials used in production. 
To sum up: Increased freight rate charges are absorbed 
by the N. B. grower both as producer of potatoes in the 
decrease in his return, and as a consumer of fertilizer 
and machinery in increased costs of these. The NB, 


growers being in a highly competitive business are 
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mostly marginal producers; increased costs of freight 
in competition with those who are not affected cannot 
be easily met and have put the whole industry in 
jeopardy. Additional increases in freight costs 
cannot be met and will do great harm not only to the 
commercial potato growing industry, but to the whole 
New Brunswick economy. 
(1), (2) and (3). Information taken from the "Fruit 
and Vegetable Weekly Crop and Market 
Report, No. 12, Vol. KX, P/1/,June 20% 
(4) Figures obtained from Shippers -- See also: 
"Marketing P.E.I. and N. B. Table Stock Potatoes 
in Eastern Canada 1945-46," the Economic Analyst, 
17th May, 1947, Dom. Department of Agriculture. 
(5) The N. B. Potato Growers used about 60,000 tons; 


mixed in Saint John, St. Stephen, Windsor, Halifax, 
ingredients from many wide sources. 


APPENDIX A 


ESTIMATED COST OF 100 BBL. CROP, PER ACRE 


8 bbls. Seed “ $4.00 per bbl. $32.00 
2500 lbs. Fertilizer @ $2.00 per cwt. 50.00 
Cutting Seed @ 40¢ per bbl. 4.00 
Trucking @ 20¢ per bbl. 20.00 
Spray, 200 lbs. *« $8.00 per cwt. 16.00 
Spraying Labour, 6 times @ 75¢ per acre 4,50 
Land Rent, per acre LO ..00 
Ploughing 4.00 
Harrowing, 3 times @ 75¢ per acre 2.25 
Picking Stones @ $5.00 per acre 5.00 
Planting @ $3.00 per acre 50,3, 


00 


O32 


Cultivation, 4 times @ $1.25 per acre 


Digging © $5.00 per acre 5.00 
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Picking @s.15¢ per. bbl. LiTaO 
Trucking Fertilizer @ $1.50 per ton got 
Barrels and Baskets Se) 
Miscellaneous 500 
Interest on Investment @ 6% 716.20 
COsT PER 75 lb. BAG ....90.6¢ TOTAL $199.40 


HIGH FREIGHT RATES AND THE NEW BRUNSWICK MANUFAC TURERS 
We in New Brunswick have not developed heavy 
and large scale manufacturing industries; geographic 
factors and the type of our natural resources make it 
unlikely that we will do so. We are basically primary 
producers. However, we do have some important and 
nationally known manufacturing establishments who are 
able to compete with more favourably located competitors 
because they make a quality or special produce (e.g. 
Hartt Shoes, Ganongs Chocolates, Simms Brushes, 
John Palmer Company, Northern Machine Works, Enamel 
and Heating). By good management they have kept 
down costs which has enabled them to overcome dis- 
advantages of location. Some of their advantage has 
peen due. to. low labour costs, . which, iu avsense, meant 
that the workers, on an enforced low standard of living, 
were subsidizing industry in order to make it possible 
for it to operate; happily this condition is being 
remedied, but, as costs go up our margin of safe 
operation narrows and such factors as freight rates 
become vital in making marketing possible even for our 
Specialized industries. The horizontal increase of 
21 per cent made the competitive position of thsse 


industries very much worse, and another increase will 
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make it almost impossible for many of those depending 
on the Canadian market to compete and to continue 
Operating. 

Many of our industries must bring in from 
central Canada much of their raw material (such as 
leather, glucose, steel) as well as machinery and 
equipment. This, of course, adds to their manufactur- 
ing costs and places them at a disadvantage in competing 
with those more favourably located. In-so far as they 
Manuracture forvexport this vistnotearspecial factor, but 
with the difficulties now being experienced in getting 
into export markets, the need for the domestic market 
becomes greater and the transportation disadvantage be- 
comes more apparent. Horizontally increased freight 
rates tend to accentuate this disadvantage. This 
point should be quite clear but actual cases may make 
it more evident. Before the 21 per cent horizontal 
increase the rate on steel from Sault Ste. Marie to 
Sackville was $8.40 per ton, and to Carleton Place, 
Ontario, $4.50 per ton; the differential was $3.90. 
After the 21 per cent horizontal increase the rate on 
steel from Sault Ste. Marie to Sackville was $10.10 per 
ton, and to Carleton Place, Ontario, $5.94 per ton; 
the differential was $4.22. 

Business develops on the basis of a differen- 
tials; horizontal increases, placing a heavier load 
proportionately on those requiring a long haul tend 
to destroy established markets and have serious 
results on those affected adversely. 

A further illustration of how established 


differentials are destroyed by horizontal increases is 
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shown in Appendix IX. The partial establishment of the 
old differential by the Maritime Freight RatesAct, 1927, 
and its destruction by the 21 per cent horizontal 
increase as shown on the chart is respectfully brought 
to your attention. 

An illustration of the actual impact of these 
increases on one of our New Brunswick manufacturers has 
been worked out. In brief, it shows that this company 
paid a total freight bill on material brought into its 
plant from Ontario for the year ending 31 December 
MONT oie T1422. 9e% The freight bill on the same 
material used by a competitor in Ontario would have 
been $42,900.68, giving an unfavourable difference of 
$28,222.24. Now with the 21 per cent horizontal 
increase in effect the unfavourable difference works out 
to $34,148.01, and, should a further 20 per cent 
increase go into effect, the difference would be 
$40,978.69. The total freight bill of this company 
based on the same rate of business will be increased 
by $45,295.53 over its 1947 bill by the 21 per cent 
increase. Add to this disadvantage the fact that 
much of our present production must be sold in central 
and western Canada in competition with Ontario firms 
and it will be evident why our manufacturers are so 
concerned about horizontal increases which tend to 
increase their disadvantages. 

Jith a buyers! market developing, increases 
in costs cannot be passed on to the consumer. Un- 
favourable freight rates affecting both materials used 
and goods sold can compel industries to close. We do 


not expect our manufacturers to be subsidized by the 
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railways through low freight rates. The rlgnt of the 
railways to a fair return is not in dispute: we do 

claim that some policy must be worked out to aid US 3 

our suggestion is the extension of the principle of the 
Maritime Freight Act, 1927, to materials moving eastward 
for consumption or use in New Brunswick, and the extension 
of the Act's application on traffic moving westward to 

at least Toronto. 

We would look with favour on any suggestion 
which would enable our established manufacturers to 
avoid the losses which inevitably follow when horizontal 
increases in rates are allowed. 

In any event we feel that the established 
differentials should not be changed so as to make our 
position worse. We do not concur in the suggestion 
that high freight rates be used as a tariff to help 
establish uneconomic industries and thereby add to the 
general burden of our community, but we do feel very 
strongly that established industries, often developed 
for, and dependent on, the export market which is now 
Ao djtrigult to nold, should not be placed “in jeouardy 
by careless rate changes and thoughtless transportation 
policies. 

TRANS -CANADA HIGHWAY 

The increasing importance of motor vehicle 
highway transportation needs no emphasis. Itaa 
obvious that without hard surfaced highways the develop- 
ment of this type of transportation would be greatly 
restricted. The importance of a trans-Canada highway 


is recognized by all and the principle of its establishment 
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has no opponents. We in New Brunswick submit thet the 
building of this highway is essential to national unity 
and to the overcoming of some of the natural geographic 
barriers between the areas. - Already the turnpikes 
and parkways running along the east coast of the United 
Btates make it very easy for residents of this province 
to communicate with such centres as Boston and New 
Yorks It is important that a highway built to high 
standards comparable to the modern parkways be estab- 
lished as soon as possible to stimulate inter-area 
travel and trade in Canada. We urge that the Com- 
mission recommend the immediate construction of the 
Trans-Canada highway and that the standards of con- 
struction be comparable to those of the most modern 
highways. 
RAILWAY CROSSING ELIMINATION 

There are in Canada approximately 32,000 
Railway Crossings. In New Brunswick alone there are 
1,071, of which only 168 are protected. The danger of 
these crossings is known to ie Making it illegal 
not to stop does not change human nature. We submit 
that every level crossing in Canada ought to be 
properly guarded; those that are most dangerous 
should be eliminated by passes while the latest type 
of flashing light and sounding alarm should be placed 
on the less dangerous ones. The improvement of high- 
ways and of motor vehicles, making average speeds much 
greater, have rendered the old type of crossing obsolete. 
It is the primary duty of the national state to be con- 
cerned with the safety of its citizens; the federal 
(1) The 1948 report of the Motor Vehicle Registrar for 


New Brunswick shows 18 reported collisions between 
autos and trains and 9 deaths in such collisions. 
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government should take the initiative in a programme 

to eliminate all dangerous crossings and guard every 
remaining crossing with the most modern devices. 

Since all citizens are concerned with this we feel that 
at least 70% of the cost of eliminations should be borne 
by the federal government with the province and 
municipalities paying 10% and the railways 20%. re 

is also submitted that there are at present many 
dangerous passes. Some of these were satisfactory 

at the time of construction but with modern transporta- 
tion developments, are now too narrow and so badly 
placed as to be more hazardous than the crossing they 
are intended to eliminate. It is submitted that any 
plan evolved for proper guarding of crossings should 
include provision for the improvement of obsolete and 


badly engineered passes now in existence. 
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CHIGNECTO CANAL 

The question of the construction of the Chignecto 
Canal has always been of great concern to the majority of 
the people of the Maritime Provinces, as a means of lessen- 
ing the burden of our transportation problems and history 
shows that at all stages of our development, transportation 
was of necessity, one of our greatest problems. 

The proposals that this waterway be constructed 
across the eighteen mile neck of land between New Brunswick 
and Nova Scotia has been investigated by many competent 
authorities and its feasibility has never been seriously 
disputed but the last Royal Commission was influenced by 
the economic depression existing at the time. 

The Government of New Brunswick wishes to support 
the request of other representative bodies that your Com- 
mission should take steps to investigate the various 
representations already made and to be made in support of 
this project and in so doing, we are conscious of the fact 
that it is quite impossible to show in a statistical 
manner at the present time the benefits which would flow 
from its construction because of the difficulty of 
prophesying the saving which would be made. It appears 

obvious, however, that the tremendous saving in mileage 
which would result from the canal's construction could not 
fail to result in great benefit to the Eastern Provinces, 
Similarly it was quite impossible to measure in advance 
the benefit to be derived from the construction of the 
Welland Canal but that it did benefit the area concerned 


is now accepted. 


id, Gd, YO, Heh 
Syke ak oe Sa eels ‘Sade at a Si ais : oF a 
Pian she 1h lous Ms 


if mS ‘gauss & : ews ena oat ‘ 
ge hA thie nob: —_o- vo a, nab i 


ety Hea le 98 dln Ke He ah aoe 
i BA 


anatéedg 9 Sin aig ae ee 
senses, 3o Yoirrod ais? tant atagoadia at, at 
are WAN Asotae Te to ‘Weckin ot tae Avene 9 ‘sae ‘inal 
ecmategeer | i as) et atom, 2oei bes 
: aa ea High gait wt ars S519 pqoitiile 
 Bisaavitns Bak Woke stied bea \ deed cing Betigest | 
aoASS oom 


etd Ghd “Pa Be = eit ioheadages ot 


ps oe pores Welwerk? 18 Well 48 ‘didaakshbe sift 


EI me oh 


aM, tue, ty nae 4 Nat nye oe Se coe ies ee ee eee ; isan 
of Alot hes eslbdd owl ds tie ong naitie 1, dnouper. “ig 


deca d 8  wqate oftzd roe folie, bit 


. ite ae . 
ra ae . ea 
gies " 6 7 pl Ds ry 


‘gem sd 38 Bae Stati: iets Kite tndasebna 
44a 45 sob tSanes suc al amine ie Het Bes $68b Bag a Et, 
| #2 doa od ofebeidgme ottub SF 92 4: 
is wtvew dagdw Beidecul Ay sired Jiistcaq sett $e Soca 
a8 aioe be sid Go whlinsdd noddaimrtadds a3? aod a 


= Pp, 


Beogac #2 saben ad inet dotiW gintvee dct antve sda 
fat ae ay, 


tig tie Be Sake eitobtamedd oi tad? odadowod pauolvd oe 


ka 2 
eee ee CO bl rasp ates Brat. cata Se dee te ne tier nites : : 
i hives acivsiads ae a! fishes sit mort #fuass bluow ds. 


2 or ee ee eae i 2 rei (aie ents s men SERIE 3 ; ey eae Lee ; st 
Matty hyo pees Fig hs & Sit ge Sa Teak af 5133 eae siudet od £. 


ee ree Oa eee aes ef A ey ; pare a ea 
eee WE oeewsht of shfteeagat stadp asw Ir ¥ineis 

sae Bs aeRO sae dieey so Ered: od of Fi¢enod - 
Ee eat ge ace em cer 4 os Ris 
cuiviecs coe Ade Fide’ hee tf gars 1 funky # 


4 | | Ha 5 om Ree 


es, \pmmey 


- 3982- 


SUMMARY 

It is obvious that New Brunswick would normally 
trade with the New England States and overseas markets. It 
is also true that Dominion Government transportation and 
tariff policies were designed to promote trade within 
Canada. Experience shows that present transportation cost 
defeats that policy of making Central Canadian Markets avail- 
able to us while present tariff policy places additional 
costs upon our consumers. That being so, it is most 
important, if we are to have a united Canada that steps 
must be taken to alleviate these conditions for it is not 
only important that justice be done to all sections of our 
economy but it is just as important that justice appear 
to be done. Railways are a vital part of our economy, 
and were constructed so to be. We respectfully submit that 
they should be used for the purposes intended and 
that their use should be coordinated with other policies 
of government, at the same time taking into account local 
and world market conditions. In short, all authorities 
recognized that we always had substantially lower rates, 
at time up to 40-50 per cent, that our economy was 
predicated upon these rates, and that we are entitled to 
them, 

The difficulties with which your Commission is 
confronted are tremendous but we respectfully request that 
national unity and national interest are paramount factors 
to be considered in your deliberations, and that being so, 


we ask that due consideration be given to our proposals, 
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R. J. LOVE, Called 


EXAMINED BY MR. BARRY: 


Q You are -R. Jit Love? 

A Yes, 

Q What is your occupation? 

A I am a professor in the Department of Economics 


and Politics, University of New Brunswick. 


Q You reside in Fredericton? 
A Yes. 
Q Have you made certain studies with regard to 


certain products in the province of New Brunswick? 

A Yes, I have. 

Q With respect to what particular things and over 
what period? 

A Since last September I have been concerning myself 
particularly with potatoes, coal, and to - lesser e tent 


with lumber and some other basic commodities. 


EXAMINATION BY MR. COVERT 
q Mr, Love, have you a copy of the brief? 
A Yes; I ‘have. 
Q Would you turn first to page 2, paragraph 4, at 
the bottom of the page where you Say: 
"We respectfully submit that the situation in 
thw Maritime Provinces with respect to freight rates 
is substantially different than that prevailing in 
other provinces." 
First, I wonder if you would elaborate on that a bit. 
You say, “substantially different". You mean with regard 


to the distance from the market, and so on? Is that what 


suoto tae epee oor” » i at 
ee) eee 
+ Seeger he norkute: atowee show wing dren pe " 
| ae lioness: abil se) obrbworty oft nt (ehewtorg, ‘shsteo" 
ee a ae Oe 

9 bas eneniett sedans germ of teoquet eae Age 
= | | the Pied det 
) Babrrcsonds hl oven aarinat gee tael eante oe i 4 
mi ¢ teqeod ~— of Bre hee Svotatog atte einetiot 4 
| pao ld eepmos oined “1oihoo) OmOB ane rechimast ats 


| SIoltd st SO Yoo se NOY Nal aon Ped pe ay 
| | ,eved T jesyo OM 
,? Ageirasieg 8 ageq oF gear? ot Oy bigot | o 
yes wer erect se9, arg “Lo assed ; Hd 
nt sopdoudte smd dead Sindee Yi osqest ey" 

g%e% tigtoxt.ot -doaqe st id bw avontvord emis tinM wis 
‘ak gubitevoid ded sagt sao t habs gitaitecteduea ab 
7% apy ectreenets 
did 2 godd mo gtawedete wih wegen tenaed : Fa 
(aon Adee neon gov -."smeteTRtD' eifatsandedae” \ E8e ’ 
tin tnes oT, tno oe Dats .Peahasm: Sed wh gonstekh ont 


ahs 


-3984- Mr. Love 


you have in mind? 

A First of all I think we should consider the whole 
Confederation agreement, and the original reasons for 
building the. Intercolonial Railway. That. puts, usin 4 
Special position at once. Secondly there is the fact 
that we in New Brunswick are primarily producers of 
primary products, and we depend on the export markets for 
marketing our goods, probably more than central Canada. 

Q so it is both historical and -- 

A Economic reasons. 

Q And are you suggesting that there are differences 
in geographic -- 

A Yes, we are 500 or 600 miles from the central 
Canadian market, and the space in between is one which is 
a barren haul in the sense that any movement of freight 
originating here passes through without picking up much 
on the way between here and Montreal and Toronto. 

Q What I want to find out is if you think that 
covers generally what you have in mind in that statement? 

A Yes, 

THE CHAIRMAN: Q@. Did I understand Professor 
Love tosay that the at ae your material is exported 
to foreign countries? 

A Yes, as to our primary products we depend on 
export markets to sell them. 

Q Tac ie to forelgen countries? 

A Yes, but I would qualify that by saying that we 
also have to get a substantial amount - and I think it is 
becoming more and more important - of our exports into 


the central Canadian market: as world markets become more 
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and more difficult to get into. 

MR. COVERT: Q. In that connection has the prov- 
ince prepared any special statistics itself, or have you 
anything on statistics that would be valuable to the Com- 
mission over and above what we can get from the Dominion 
Bureau of Statistics in connection with production, how 
much of that is exported, how much is consumed locally, 
the regional breakdown? 

A I think included in the brief are figures on our 
sale of potatoes, the percentage that are sold in the 
central Canadian market and the percentage that we depend 
on selling in the United States and foreign countries, 
which we are trying very hard to cultivate. We can also 
give you figures on lumber, although the lumber figures 
are rather difficult to get accurately. i= find there are 
considerable differences of opinion as to the amount we 
sell in Upper Canada, but for last year I use the figure 
40,000,000 feet, and I do not know how accurate that is, 


but it is as near as we could get. 
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Q. Could you get this for a period of years, and 
would it indicate any trends in the market? 

A. Yes, . think possibly it would.dei so. I 
cannot say, offhand, where I could put my hands on 


them; but = think they could be obtained. 


Q. How far back could you get those for us? 
A. I do not know. I am not familiar -- for 
example -- with the fruit market reports. They would 


give it for potatoes, whenever they start to give us 
the proper statistics, but I do not know how far back 
that would go. 

Q. The province, itself, has a department of 
industry, for instance, and would there not be statis- 


BLeS tons that? 


oe On the disposal of our productewine various 
markets? 

Q. Yes? 

A. There is nothing consolidated, to my know- 
Ledge. 


2. Then would you get for us what you could in 
the way of regional distribution of the various pro- 
ducts such as lumber, and so on, for as long a period 
as possible? 

A. You are probaly familiar with the Maritime 
provinces in relation to the national economy. There 
is given a very full account of freight originating 
and terminating in the various classifications in 
New Brunswick. The Dominion Bureau of Statistics 
have the others. We would have to go into the various 
departments, such as the Department of Agriculture, 


the Devartment of Mines and Lands, to see what we could 


get, over a period of time. 
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Q. In the same paragraph, when you say that: 
", . . the necessity of lower freight rates to 
the people of our province is an essential and that 
such necessity has always been recognied, both in 
public pronouncements and in legislation. ' 

You are referring there, I assume, to the report of the 


Duncan Commission, and the resultant Maritime Freight 


Rates Act? 


A. thet 28° Sisto, 

Q. And the speeches in the appendix, and so on? 

A. POAC soe DDG 

Q. 1s there anything Inveddici on. co that? 

A. I think the whole case -- the case we built 
for potatoes and lumber -- goes to substantiate that, 


right at present, in 1949. 
MR. O'DONNELL: QQ. Goes to show what? 
A. That it is still true that we must have special 
consideration. 
MR. COVERT: Q. Would you now. turn to page 3, 
Where in paragraph 1 you say: 
"Tt is the policy of the present Government of 
Canada to level off our economy where such is 
possible." 
Are you referring to such matters as, perhaps, the 
Income Tax Act? Or, what have you in mind there? 
As Perhaps we should have said "level up", in- 
Stead of "level off". We, in the Maritimes, feel 
that way, that.it 1s the policy of the present govern- 
ment to level up our economy. I think the Maritime 
Freight Rates Act is an example; and I think that all 
our social services tend to indicate that, such as the 
family allowances, the old age pensions, and everything 


OL that nature. Perhaps I should say "special 
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subsidies to the Maritimes." 

Q. Then, on the same page, page 3, the same 
paragraph, you say: 

"Long haul non-competitive freight rate 

charges seem to be one of the means by which a 

railway may now gain extra revenue, but in the case 

of this province, while we are in the position of 

having to use the railways on long hauls, we 

can least afford the increase." 
Are you suggesting there that the railways are being 
Gdriven, more and more, to the long haul) because of 
truck competition taking away the short haul? 

on Tes. That idea is involved in that sentence. 

Q. And when you say: 

", . « freight rate charges seem to be one of the 

means by which a railway may now gain extra revenue,.. 
Are vou suggesting there that they are putting a greater 
burden on the long haul traffic as a result of that? 

A. The 21% increase granted automatically has 


the result of doing that: 


Q. Just on long haul? 
A. Long haul has to pay the higher charge, and 
the 21% increase puts a greater burden on that. That 


is one of our main contentions. 

Q. But if there was more short haul traffic? 

A. If the railways could get revenue from the 
short haul traffic, they would not have to get more 
from the long haul. 

Q. You say they are being driven out of the short 
haul to the long haul? 
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Q. And that they must get extra revenue from the 
long haul; and that therefore the people who are far 
away from the markets are affected? 

A. Mav is wright. 

Q. And more especially so in the case of the 


horizontal increases? 


A. mes 

Q. And when you say "extra revenue", what do you 
mean? 

A. Additional revenue. 

Q. I wanted to make sure just what you meant. 


You mean "additional revenue"? 

A. We do not mean"extra" in the sense of more 
than they are entitled to; we mean "additional." 

Qs Have you any views as to whether or not the 
long haul traffic is the more remunerative? Or, have 
you made any study of that? 

MRoe BARRY: I. think we will have to rely on 
Mr. Matheson for any technical matters, that is, 
unless Professor Love wishes to answer. 

THE WITNESS: I have no knowledge of it. 

I would only be presenting his ideas which are in the 
brief. 

MR. COVERT: Q. If there are any questions 
of that nature, I would prefer you to say that you 
simply cannot answer them rather than to have you try 
to answer them, because I understand there are several 
witnesses who will be coming along.. 

Have you any specific instances in mind where 


the railways have been driven out of short haul traffic 


in New Brunswick? 
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A. Well, in talking to various shippers in the 
province, I have been told that certain produce is 
being shipped by truck rather than by rail, due to 
the increases in the freight rates. I have also been 
told that consideration is being given to the shipping 
Of pulp by truck instead of by rail. And I know that 
ane vne case. of shipping apples, it as possible to-ship 
apples from New Brunswick to Montreal just as cheaply 
DyetruckK as lb is by rail, and the only thing that 
prevents it from developing is, possibly, the ownership 
of the fruit terminal in Montreal by the Canadian 
National Railways. 

Q. What is that? 

A The: ownership of the fruit terminals in 
Montreal by the Canadian National Railways. I have 
been told that either the Canadian National owns it or 
the railways, and that the trucks cannot get in and 
dispose of their loads so easily. so they ship by 
Padd.: Bur they: are right on the verge of doing some-— 
Baling abouteiG af. the raves co “up. I mention that as 
a case where goods can move by truck. I understand 
that the fruit wholesalers of Montreal are thinking 
SfipuddAding one:.. 

Q. Thinking of building a fruit terminal? 

A. A fruit’ terminal. I read about that in 


the Financial Post, about six months ago. 


Q. Have you any figures on truck competition 
here? 
A. I know that the use of trucks is increasing. 


I am sure of that. It is everywhere. I think it is 


a common practice. Nevertheless, I believe they are 


ai OO Lee Mr. Love 


increasing faster in the Maritimes than in the rest of 
Canada, although I cannot quote figures. 

Q. Is someone going to come here and ask for the 
regulation of trucks? 

MR. BARRY: We filed that information with the 

Commission. I understood that was all the Commission 
would need -- I mean, such laws as already did exist. 

I requested it of the secretary some time ago, all the 
legislation, what legislation was filed. 

MR. O'DONNELL: The figures concerning trucks 
are to be found in the Annual Report of the Minister of 
Public Works. 

MR. BARRY: I thought Mr. Covert was speaking 
about the laws regulating trucks. There is no regula- 
EilOm or truck tariffs here. 

MR. COVERT: Q. There is no regulation of 
eruck taritis here? 

A. i might say that I belleve there has been sone 
sipping by truck; but Ghe Shippers much prezer to ship 
DY Tall. However, due to certain regulations, they 
sometimes have to use the trucks, while they prefer to 
use the railways. That is sometimes applied to the 
shipping of livestock. I believe that case is now 
being handled by the Board of Transport Commissioners, 
in regard to the minimum carload weight of livestock. 
Mr. Matheson would know about that. 

Q. You say they would much rather use the railways, 
let us say, in shipping cattle? 

A. Yes. 

Q. Now, in the second paragraph on page 3, in 


the latter part, you suggest: 
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's . tariffs are subsidies in effect ...'9 

A. Yes, 

Q@. ". . . and are paid by the consumer. . ."9 

A. Lepe. 

Q. And you go on to say that if you had complete 


free trade, the problems would solve themgelves. You 
think that is so today? 

A. Probably it would involve straightening out 
currency difficulties. But I think if we had a customs 
union with the United States, we would not be worrying 
about freight rates and the disposition of our goods, 
but that is a personal opinion. 

Q. You seem to recognize that the tariff is here, 
and that, probably, it is necessary for the building up 
of Canada? 

A, That. is riche. 
Q. And you say that since the tariff is here, 


something should be done with the freight rate structure 


to compensate? is that correct? 
A. Thats is right. 
Q. Do you think that the freight rate structure 


is something that can be used to compensate for the 
differences that have been created, as you Suggest, 
by the tariff? 

A. I think that railways are instruments of 
national policy, and that whether it should be done 
through just changes in the freight rate structure, 
or through compensation to the railways -- I do not 
think that we are asking that the freight rates be 
put down to such a low extent that the railways lose 


The railways must meet their costs. We 


recognize that. 
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Q. Perhaps, under the Maritime Freight Rates Act, 
they cannot lose. But, can you adjust freight rates? 
fe unere such a possibility of adjustment that it wild 
compensate for what the tariff has done? 

THE CHAIRMAN: Let us understand this. We 
are excluded here, I understand, from certain markets 
by the customs. That must be the customs tariff of the 
other countries, not ours. 

MR. COVERT: My understanding of this argument 
is -- 

one COATRMAN: “Unav ais righte-<2s 1t not? 

Take the United States, for instance. If you cannot 
Seu your 2o0ds there, on account -of tne tariif, 10 as 
ene American tarifr, is it not? 

THE WITNESS: That is true. Mat affects 12; 
But I believe your point was concerning the Canadian 
eustoms tariff which forces us to buy in the central 
Caleta Market, at higher prices. 

THE CHAIRMAN: Yes, that is what makes you 
pay more for your equipment, and so on. 

Mk. COVERT: @.5 6s: And my understanding 
is, Mr. Chairman, that it shows that, since they 
have to buy from Central Canada, the freight rate should 
be used as a compensating factor, and as a national 
instrument to even things up. 

A. T do not know if it 48 correct ta use Treieny 
Paves there. It may be necessary in doing that to 
give the railways -- to keep the rates high to com- 
pensate the railways in some way; and, to use the 
freight rate structure to do that, I do not mean that 


the freight rate structure should be so low that the 
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railways are going to lose. We think the rates should 
be high enough so that the railways can meet their costs. 
But, if they are too high then a special arrangement, 
such as the Maritime Freight Rates Act, should be used. 
Q. Do you think that this might be a 
method which could be used all across Canada, for 
instance, if there should be similar areds in the west? 
A. If British Columbia can build a case for it, 
I do not see why we should be treated differently from 
them except that, on an historical basis, we have a 
better claim than they have. But I see where they 
don't want subsidies anyway, so I won't speak for them, 

Q. You Deel: that +615 sablwrient eto use Une 
railways as a national instrument, or in connection with 
a national policy? 

A, Lethink so, to even things out, L think 27% 
fo mov only all right, but I. think 10 is mecessary; 

Or some other .method be,found. 

2. t the bottom of page 3 and the top of page 4, 
at the start of the first recommendation, you say: 

"That the differential as it existed before 
the last rate increase be restored by adjusting 
the provisions of the Maritime Freight Rates Act, 

1927.4 
Now, when you say "adjusting", is that something more 
than amending the Act? 

AG It might involve changes, it might involve 
changing that 20 to a higher percentage. The differ- 
entials are shown on these graphs merely as examples 
of a 5th class rate, and the lower right-hand corner is 


significant. We think that the line should be quite 
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level, or even put back further, because I do not 
think the Maritime Freight Rates Act went quite as far 
as the Duncan Commission intended it to go. 


Q. 


v 


Just looking at the chart showing the 5th 
class rates, under the red line, that shows that 
immediately after the passing of the Maritime Freight 
Rates Act the differential was 103 cents. Is that 
correct? 

A. Yes. 

@. And it remained that way until 1948, when you 
had the 21% increase? 

A. fhat is right. 

Q. And that made the differential 13¢? 

A. The other is the hypothetical one. 

Q. And the hypothetical includes the 
20% application? 

A. Yes, 

Q@. Do you make the differential 16¢; is that 
SOrrect? 

A. Yes. 

Qe And what you are saying is that there must 
be something done by way of amendment to the Maritime 
Freight Rates act so that differential cannot ever be 
changed from the 103¢? 

A. It should not be distorted in such a way as 
to injure our producers down here, They get business 
all set up on that basis; then the freight rates some 
in and throw them out, and they just cannot market 
their goods. I do not say that it should never be 


changed, but that is what it means. 


Q. It must not be changed so that the position 
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of the producers down here, in so far as obtaining 
markets for their products in central Canada are 
concerned -- 

pa That 1s righ. 

Qe That is the whole basis of it? 

A Yes, 

Q. And when you say "adjusting", you mean some- 
thing must be done so that that differential is not 
ai hecved? 


A. Piet LS. PAens. 


(Page 4011 follows) 
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Q. Your next recommendation, No. 2, on page 4; 
"That such reductions as are made in the standard 
rates be made applicable over the complete haul, at least 
ge terse Toronto..." 
First, is there any significance in the use of the 


word "standard rates" there? 


PROmING .. Oon't think’ so. 

Q. You just mean the normal rates? 

A Yes: 

Q. It would apply to all rates affected by this 


Act? 

Kee iat 18 a technical point on, races: ug 
cannot see that it would make any difference if the 
word "standard" were left out. Does it make any 
SELerence:, Mr. Matheson? 

MR. MATHESON: Maximum rates are standard 
rapes, sO what you really mean is normal. rates. 

MR. COVERT: I wondered if it just meany 
"rates". 

THE WITNESS: "Rates" 

MR FRAWLEY: Why not just strike out the 
word "standard"? 

MR. COVERT: Perhaps that may as well be 
done now, for the purpose of questioning. In other 
words, in recommendation No. 2, Mr. Chairman, 
just delete the word "standard" and leave it "rates". 

THE CHAIRMAN: It means all rates. 

MR. COVERT: Yes. 

"  ..be made applicable over the complete 


haul, at least as far as Toronto from the point 
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eL.originys ‘instead.of ana within the'select area'"..." 
Now, there is no intention there to ask for an extension 
of the select area; you are just asking that the 20% 
or whatever percentage may be applied shall be extended, 
you say at least as far as Taronre? 
ie Wine 1s rignt:. 
A) Whereas now it only extends to Levis? 
few Diamond Junction. 
Q. Diamond Junction? 
Be Yes. 
THE CHAIRMAN: Would that mean extending the 
Select areauc: 
MR. COVERT: Q. You do not mean to extend 
ire Serecu are a? 
A. No. 
Q You just want a 20% reduction to the Maritimes? 
fey That a6. right. 
Q And when you say at least as far as Toronto, 
have you any -- 
THE CHAIRMAN: Is that, then, only in the 
Pee daurect ion? 
MR. COVERT: I am coming to that, Mr. Chairman. 
MR. BARRY: That is the next recommendation, 
sir. 
MR. COVERT: That comes in the next 
recommendation, Mr. Chairman. 
Q@. But when you say at least as far as Toronto -- 


A. Well, we won't object if it goes to Winnipeg. 


Q- Beg pardon? 
A We would not object if it went to Winnipeg. 
Q. No, but Ilthink it is a matter that must be 
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treated with some seriousness, and what I am -- 

A, It is the Central Canadian market we are 
eoncerned with. 

Q. It is the Central Canadian market you are 

concerned with. 

Bs Yose 

Q. And when you say at least as far as Toronto, 
you mean to get into the -- 

ae Veer 

Q. Now, is that something that is needed to 
restore the position that you talk about in your chart? 

Re Theo iss anaddi viong 

Thecouswin-adai con? 

AENeCYas* 

Q. Is that necessary to enable you to get into 
those markets: 

A Velwooicyuiiarhetpes 

Qpeelofwitd help? 

A. Yes ;erpwerfeel i towoudd! havesaavbenericiad 
Cree Us 

Q. And your suggestion as to subsidy would be 
that the subsidy would cover that 20% rate to the line? 

ihe: te vight.. 

Q. Now, have you considered the effect that would 
have on other areas, for instance, Western areas that 
are seeking the Central Canadian markets? 

A. Well, I do not think we compete very much 
in the Central C@nadian market with western products. 

2. On lumber, from British Columbia, for example? 

A. Well, we have that to contend with anyway. 


Their lumber is a better product, and we ship only 
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certain kinds of lumber to the Central Canadian 
market that we can get in there and sell even in spite 
of British Columbia lumber. 

Q. Now, would you have any competition from the 
western provinces in potatoes? 

A. None that I know of. We ship practically 
no potatoes west of Ontario, and a few odd carloads 
have gone into Winnipeg, but no great amount. 

®. Iwas not thinking so much of your shipping 
further west, but in competition with the western 
provinces, are you not -- 

A. I do not think we would have to fear 
competition strom western potatoes ab all. a do nor 
tink baey are as good. 

Os Mov are saylm that if this gave you 2 
preference into the Central Canadian market, the only 
people over whom you are really getting preference 
are those of the Central Canadian provinces themselves: 

We are really not getting any preference 
over them; we are just being put on a more equal 
basis. 


Q Yes, because they have no freight rates to 


pay? 

A Mes. tosteis riche. 

Q. Because they are in the area: 

A Short haul, and trucking. 

Q. YOu do not think the extension of this to 
a point as far west as Toronto would give you 
any preference over any region in the west, because 


they do not compete with your products at all? 


A. Yes, I think that is a fair general statement 
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UO lee Mr. Love 
There might be examples where there might be some 
Cot iiieutries, bub ds cannots think of then. 

4) A small number? 

A. Yes; I do not think it would hurt Western 
Canada. Maybe they might feel that it would, but 
mrcemnon gee that’ it would. 

Q. What about shipments of cattle, of livestock? 
No competition? 

A. No, I do not think we ship appreciable numbers 
of cattle to the Central Canadian market; I know we 
Or nou. 

Q Very b23-ct le? 

we ee donot. think: we ever wilde Maybe. dirs, Taylor 
could answer that. 

Q. Now, while we are on this point, my understanding, 
Professor ‘Love, is that it is because of the «oss: or 
expected loss of your export markets that you say you 
must have the Central Canadian markets? 

A. They are becoming more and more important 
DO us 411 the time. 

Q. Now, presumably that would be so with all 
regions in Canada? 

Mas evee.  Lethinigy powoula: 

Q. They are losing their export markets 
as well? 

fe pvesiy Ll think Tiowouldgbe pfair to sey says 

Q. Does this not, then, suggest that Canada 
must take up all that was exported? In other 
words, it must be consumed in Central Canada? 

A. Well, it seems to be going opposite to 


what we would like to see. If we are not going 
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to have free trade and get the world markets open, 
ig on uae a matter of that, as you say. We don't dike 
it, but it seems to be going that way. 

Q@. In effect all regions in Canada will apparently 
be seeking the Central Canadian market if the export 
markets are lost? 

A. I suppose that is true. 

Q. And I suppose the question does arise as to 
whether or not the Central Canadian market can absorb 
the production? 

A inact is right, that is true: 

a, wn woat you are in effecu. saying, 1 take it 
is that we must have in the maritimes a lower freight 
fave an order to get in there to compete with other 
regions for that Central Canadian market? 

A. Particularly commodities that are produced 
in Central Canada; and we think that is fair because 
so much of the Central Canadian manufacturing economy 
mee provecced. by the tarifr. 

Q. Now, coming to your third recommendation on 
page 4, and striking out again, the word "standard": 

"That such reductions in the rates should 
be applicable on good manufactured in Central Canada 
and shipped into the Province of New Brunswick, 
especially on those goods which are tariff protected 
and where there is no competing industry in the 
Maritime Provinces. 

Now, on page 12 of your brief, in the second 
paragraph, the paragraph near the bottom, you 
say: 


"Ts is on this basis that we make our claim 
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"for extension of the principle of the Maritime Freight 
Rates Act to apply on traffic moving from eastward 

in Canada destined for us in New Brunswick, 
particularly on goods made in Canada under a high 
tariff wall and of a type and kind not made in the 
Mooi tames where manufacturing industries using mass 
production methods have not and are not likely to 
develop. We submit that the New Brunswick consumer 
of both ordinary consumer commodities and of producer 
goods must be considered." 

Then you go on to say that you feel that the loss of 
the market would be more than compensated by the 
benefit to the consumer. Now, first I would like 

to ask you, isn't that a radical change from the 
Bositi0on taken by the province at the time of the 
Duncan Commission: 

A. Well, some people interpret it that way, but 
ieeannou see shot it 18 8. radical changes Iie 
Maritime Freight Rates Act was designed to give us 
a good chance to get into the Central Canadian markets, 
but there is no reason why the Act could not apply 
the other way and -- 

Q. Just a minute, before you leave that. Isn't 
Peeiriewunst, i, was ,elso desizned, toe protec, == 

A. No, I do not. think ther 12, true. 

@. It was not designed to protect the local 
manufacturer? 

A. Some of those who advocated it may 
have had that in mind, but I do not think the 


Commission did. 


Q. Then in effect you are worried particularly 


A erie weleser i 


eT ys ir 
a em 7 ea 


aii 


art. Biya; 


17 { 


WE Da hes 


Reear ae te mais Hur br a a 
7am sok ot ere rit ret 3 a my aie 
j Seebireasaereet: vould. det sant Jeunes Ww 7 

2 rae ge voles aaa 


qa” erie fers re abe foobiase | 
sists: send or 7 ine cif va 


anes: syne. bent eey aaa 
ee es ; 3 ges sh pl hase vty, xd Hee ¢ noks. gee - a 
notsetminS pe bat™ 
port Lek ks eee Ve. iy ae : « Lig: TG x: aaa dh ) 
we ah an ' ¢ 
ee. . Gaaeta, Tso ata) acd gue Fong4e | 
i 
e -_ a a 
ety ¥3 tenets vee «ST So Bue i, 7%, paneien at 
Parr 
tartan sie | hy Pee PY ren AM "oe! OE ae ae ato ay ae Bots go: id) O28, e 
SBS AM LF i . 
A * gull; ; i 2 =5 be ; 
(tate. coed ise: ada oe eee or 2b Bee & | 
oo! Mie Mae OTIS 
es Atal I 
aja: bei er icel, TG t , wee et oth. s 
y Lae < 7 
- oe ite Be on oa ba ‘ ee ww eu - i ihe me 
urs af TO BLA Seth Of 2s ee 99m 
io ~ Ht ? * 
fraal 7 3e- Bi any. seb, =Va =" i Pe 
oe tevin 92 ee 
ee | beors% tc S4CG% ea arti 0 
mer it a ie + Bort: rc 
; Gr tee pa OF ye eae a, SRGt: geet NF 
~pak aotpalan 
e ; 
Pisaisrolie Solway Brak: Ce, teste el HEE. pile 


pari thd 


aah ' hifoys ib; <a 
oq eB 


cf Las 


pie (one Stee: oi 


om 7 _ i 


= 4018: = Mr. Love 


about the consumer and not the manufacturer? 

A. That is right. We are concerned about manufacturers 
too. I suppose we could say that we are not in favour 
of building up industry down here under the protection 
Siessiehtrereht raves I think= that ts a fair statement. 

Q®, You are not concerned in building up industry 

here in the Maritime provinces under the protection 
of a high freight rate? 

A. Of a high freigh rate down here, which would 
act as a tariff, you see; but where industries 
are established we are concerned about not disturbing 
them, because once a thing is established it has to 
be considered, and we believe that even those industries 
that might be affected by having competitors down here 
will gain because of being able to get their raw 
materials which they now import from Upper Canada 
on a cheaper basis, and they should be able to compete; 
gp 62 mMatver of fact, some of them have said they 
are Willing to. 

®. Some of the industries that are located 
here now: 

A. Yes, they are not worried about that as far 
as we can learn. There may be an odd case of it, 
but it has not been drawn to our attention. 

Q. Wasn't the application of the 20% reduction 
Only one way? Wasn't that for the protection of 
local industries? 

as Well, as I say, I do not think the 
Commission had that in mind particularly. I think 


they were more concerned with our marketing our 
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products, but I believe there were some who advocated 
at the time who were probably concerned with that. 
I am only stating opinion there again. 

Q. But you think that, except in so far as is 
necessary to protect industries that are established? 

A, Yes. We do not want any established indus try 
Mpee Gy ha Geisyel1; 1 think care hss to, be: taken 
about that. 

Q. Now, in that recommendation you say: 

"....especially on those goods which are tariff 
protected and where there is no competing industry 
jmethe Mari time -Province,." 

That is the saving clause -- 

Py FAMesy: 

Q. S=4in eso farras. ¢6sgtablished indus tries.in 
Cutie sorovince are concerned? 

iim Yess. breil tawouldeappean that ethey aight be 
merted..tandrh.do not think;they whll»be...1 think sthey 
would gain more than they would lose. 

GQ. “in tbhinkein the,briek that.jie,fo be~submitted 
to us by Prince Edward Island they suggest that this 
should bewhimited to.such things as motor,cars,. trucks, 
tractosps, farm equipment, fishing -- 

MaYesy that ia along, the, same. line, 

Q. Do you not go a great deal further than that? 

Betilell, we did not list tt», We leave 1% to vies. 
who are implementing any idea of this nature to do that, 
after. proper study. 

Q. Are you suggesting, then, that it is a 
pretty limited number of goods or that it -- 

A. I think it will be quite a bit; I think it would 
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apply on quite a few things. 

Q. More than agriculture and fishing? 

A. Well, it would apply on steel, for example, 
coming into Sackville from Hamilton. It would apply 
on glucose coming into St. Stephen from Montreal. 
Those are articles which are manufactured and used, 
and which we have to bring down, and which raise 
Our costs. 

Q. Can I put it to you this way: generally 
on consumer goods that are manufactured in the 
Province of New Brunswick, you think that the 20% 
reduction should apply on those goods coming east? 

A. YeS, and on certain goods needed by our 
manufacturers too. 

Q. Then where there are established manufacturing 
InouUs~erYies here now, if they are using materials 
which go into the fabrication or manufacture of their 
goods, it should apply on those on shipments east? 

A. That is right. 

Q. In effect, then, are you saying that what 
industries we have here now we will protect? 

G.., where necessary; «1b they are estabiiened 
we do not want to upset them. We think it is bad 
to do that, but we do not like to see them built 
up with a protection of that nature; we think it is 
uneconomic. 

THE CHAIRMAN: Q. You mean protecting 
them by not reducing their freight rates? 


A. Yes, you see, a high freight rate of competitors 
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coming down from Central Canada competing with one of our 
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fellows acts as a tariff, in the sense that he can 
charge the consumer more under that. He adds that 
om, oP-Canyadd 1t¢ on: I don't know that he does. 
MRS’ COVERT? Qs Perhaps f*can put it chia way- 

Suppose there is an industry here now making stoves; 
now if stoves were coming down from Ontario and competing 
in this market the freight rate should not have a 20% 
reduction, but on steel going into those stoves coming 
from Ontario it should have a 20% reduction to encourage 
that industry which is already established here; is 
phat your position? 

A, Well, I would not worry too much about the 
stoves. 


Q. 


so) 


Well, I used that merely as an example. 

A. I know what you mean, yes. That is generally 
what we say. 

Qo hav is’ “the principle? 

A. That is the principle; but I am personally 
of the opinion that we would not have to worry 
ebour the local producer. You get the reduction 
on that too. I do not like to see them protected, and 
I think that would be fair enough, almost, to leave 
that out. 

MR. COVERT: Does that answer you question, 

Mr. Chairman? 


THE CHATRMAN: Yes, I understand. 


© 


You say now that it would be fairer to leave -- 
A I would not press that point too hard, sir. 

Q. That is, to reduce all the freight rates? 

A yes. We would not press the other point 


too hard. 
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Q. You would not press the protection that 
you mentioned 

Be NOX 

Q. In other words, it is the advantage to the 
consumer that you are mainly concerned with: 

A. That is right, that we are primarily concerned 
with. 

THE CHAIRMAN: Q. Before you leave this 

question that you have been discussing just now, 
in connection with this movement eastward, you see, 
the Act defines in section 4 what is a preferred 
movement and consequently receives the 20% reduction. 
Now, this, I understand, would add to the preferred 
movement by applying to goods coming from the west 
here. “How far would you extend that? What territory 
would you include’ in that? You see, the preferred 


movements are limited to certain express territories 


here . 

A; Yes. Well, under the present Act == 

Q. For movements going from here to Central 
Canada. 


ie. Nerse, 

Q. Would you confine this westward reduction to 
the same area,or would you extend it 

A. Under the present Act it would just be on 
the end of the haul from Diamond Junction and Levis, 
but if we got our first contention extended to 
Toronto -- the two are sort of bound together. 

Q. Would you take the whole of Ontario? Is 
that the idea? 


A. Well, I will answer that yes. 
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THE CHAIRMAN: I see. 
M.. COVERT: @Q. Most of your consumer goods -- 
I suppose that is a difficult question to answer; 
you cannot tell. Where are most of your 
imports from? Are they from the Central Provinces 
in so far as Canada is concerned? 

A. Automobiles and refrigerators and furniture 
and things of that nature, and even eggs and butter 
and livestock. We are a deficiency area in that, 
and bring in from Upper Canada. It may originate 
from the west, a lot of it, livestock for example; 


we get western beef here. 


Q. But the main area is, I suppose, Central 
Canada? 
Bae Gye 


GO. thar is the main. You, do Mov say, for 
instance, that “it is needed from all Canada? 
Me shee 2S Pishnt . 
Qa. Your position there is really the samevas 
in recommendation 2? 
Re eS 
THE CHAIRMAN: Well, it would greatly extend 
the preferred movement area. 
MR. COVERT: Yes. 
THE CHAIRMAN: And it is well to know, 
then, whether the intention is that it should be 
carried on both ways. It affects the point raised 
a while ago about select territory too -- this movement 
both east and west to be governed by the 20% reduction, 
and if so how far. I do not mean to say that can be 


answered now. 


rT 


: 


re sae lie to “ean! an os 


penis OF odes ‘ygwattite Be ee 
eo “te ‘gabe one whi 
iad anaes ek aa 
| - SEsHeBanod eh. isn ‘east Gini 
eyidtaiv Na beste 2 as “lene” bere eet ddewiodun rt in 


oer vend ie sential pride get den: dard a6" bcauadb 


LOY ne kode Maa tOP Tse GS Oia 
2 a 

Sa ae 
pacing 


sake Ks, 0’ 
ipa aon gp te Ca, ee a ia 9 oe ; : Py by aie s hy fe 
Larseod” secttie i ot were atem PRR Tee -£ 
, Roy 
<8) adi? yaa’ ob gey . otea oct at deet, 
osekhan EA! NSA DSBRbA SR J) dat ,soaeeen 
tigks at vedi oA) 


eae att gee ree ie tea ee tes i 
J yates Wh whi pee ot etiae goteteod m7ey , «lt 


we 
“ 


$8 not? sbargnmionst “ea 
e6Y hey 
chew” +MAMsTAHO BHP, 


UR Me ee eer peta, eae 
teers: yitesig pivow ot , 
sorte Jursnieved! bavtetoxs sh 

oer TAAVOQD *. AM 


/ 


wea Ge Llew- oh $A MAMATAHO! BHP. 


aif’ pines 22 card’ we woktasoh: ati) Teddbce” Ome 


acer riéod! no betas 


ae, eee a gt cee 
Jed oh eet eae 


beeted taeboe yt. «=e ges +7 
daamovem a2ta’ <+ ood Moot Mae Pauikae tuods oge oC Live 
nie to ouebee' wis sg ie deka ad: oy gust Bnd dese aoe 


Sd diy Ys?’ Yor G' diehi for oe T aE Weel ob SL 


¢ HGei. Mr. Love 


MR. BARRY: It would not necessarily affect 
the select territory, because there is a 20% reduction 
within that select territory. We do not say extend 
the select territory in order to apply the 20%. 

THE CHAIRMAN: You say extend the preferred 
movement. 

MR. BARRY: Yes, sir, to the market place 
and back here, on both bases. 

THE CHAIRMAN: And beyond the select territory. 

MR. BARRY: Beyond the select territory. 

THE CHAIRMAN: Travelling in both directions. 

MR. BARRY: Yes, sir, but not to enlarge 
pie select territory itself. 

THE CHAIRMAN: No; I know what you mean. 
When I said select territory I meant that the 
preferred movements now seemed to be confined there. 

MR. BARRY: That is right, sir. 

THE CHAIRMAN: Now you extend them outside. 

Me boanhy: That is riche.) sir. 

THE CHAIRMAN: That is, you would extend them, 
you may say, westward. 

MR, BARRY: Yes, sir. 

THE CHAIRMAN: And have them run in both 
Gi rections’. 

WR. BARRY: That i8 right, sir. 

THE CHAIRMAN: I think it would be well 
to determine how far west. 

MR. BARRY: We say Toronto, sir, in both 
cases, because that is -- 

THE CHAIMMAN: In both cases? 


MR. BARRY: In both cases, because that is, 
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generally speaking, the area of the center of the 
meatke>, onerhe* basic: that the i.GeR «wee mutt for 

that purpose, and that under the present rate structure 
it is not accomplishing its purpose, and that is one 
means whereby it could be made to accomplish the 
purpose for which it was constructed. 

COMMISSIONER INNIS: I suppose you really 
mean the Toronto-Hamilton area? 

MR. BARRY: That is right, sir. We name 
Toronto as being the center of it. 

COMMISSIONER INNIS: From Hamilton would 
really be what you mean. 

MR. BARRY: Perhaps we could have taken 
Hamilton, sir -- it would not make any difference -- 
but just the center .of that. market. area. 

MR. COVERT: Q Now, that would, I suppose, 
eifect shaid we say the Steel Company, at. Sydney; it 
would make it much easier for steel to come in say 
from Sault Ste... Marie or Hamilton? 

he Erle LSerient. 

Q. You say nevertheless there would be an 
advantage to the consumer, and we do not worry about 
that. 

MR. BARRY: We do not put it as bluntly as 
fPoat, cb think, Mrs Covert. 

MR.» O'DONNELL: , Phat. is, the effect of 10. 

MR. BARRY: Mr. Covert may be putting words 
in our mouths. 

MR. O'DONNELL: That is the end result 

MR. BARRY: I would not want that to be 


announced as a policy of Government, Mr. Chairman. 
(Page 4027 follows) 
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MR. COVERT: Q. It might affect local industries 

in that manner? 

A We feel that the New Brunswick manufacturer using 
steel certainly should be able to get it from Sydney with- 
out having to worry about getting it from Kmilton, if the 
type of steel is made there. As it happens a great deal 
of steel has to go to Montreal to be fabricated, and then 
has to come back here. I do not know why that should be, 
but I know it is true. 

Q We now come to Recommendation No. 4 on page 4. 
You-say’ : 

"That the difference between the normal rates 
and the reduced rates to be allowed should be paid 
by the Dominion Government from general revenues in 
order that the cost should be absorbed by the nation 

as a whole rather than as now, have the incidence of 

long-haul increases penalize certain areas." 
That is in effect an addition, In Recommendations 2 and 3 
you say that a subsidy should be paid by the Dominion 
Government and that it should be absorbed by the nation as 
a whole? 

A inate <s PEE, 

Q And that would apply even on the 20 per cent to 
and from, and if the preferred movement was extended as 
far west as the Toronto-Hamilton area, 

A Yes, it really adds nothing. It just says that 
we do not expect the railways to carry it. That is all. 

Q You expect that to be treated -- 

A. The national economy. 


COMMISSIONER INNIS: Q. There are no limits 
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beyond which you would not go? 
A How do you mean that? 
Q I was wondering how much you had in mind, as to 
the amount that might he paid out? 
A I believe after a study of the projected cost 
Was made you might have to put a limit on it. 
MR. FRAWLEY: Q. You might have to what? 
You might have to put in a top limit on the 
amount that would be paid. 


THE CHAIRMAN: Q. And what would become of the 


balance? 
A I suppose we would have to carry it. 
Q You mean -- 


A We in the Maritimes. There might be a limit 
beyond which you could not draw on federal funds. 

COMMISSIONER INNIS: Q. You have not made any 
study of that? 

A No, I have no idea what it would cost. I think 
it would be considerable. 

MR. COVERT: Q. I was wondering if you had in 
mind relating it in any way to the protection afforded by 
the tariff to central Canada? 

A Pardon? 

Q I was wondering if you had in mind at all 
relating it in some way to the protection ‘afforded by the 
customs tariff to central Canada? 

A Well, we had not thought of that, but you might 
strike some relation there. I don't know. 


Q Because, as I understand it, that is in effect 


what you are trying to compensate? 
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A Yes, 10 might be possible to put a limit,to 
relate the cost of the tariff to us if you could find that 
out, with the amount that we get back through this. I 
don't know - I think it would be rather difficult to work 
out. 

Q I think perhaps it would, but I just wondered if 
you had anything like that in mind. I suppose it is con- 
ceivable that if that preferred movement was extended the 
Subsidy would be multiplied a good many times? 

Ai Yes -- well, not a good many times, but it cer- 
tainly would be increased considerably. 

Q You would have it both ways, and for the addi- 


tional length from Levis to the Montreal-Toronto- Hamilton 


erea? 
A And with Newfoundland in. 
Q Yes? 
A It would be quite a sum of money. 
Q Now, the next recommendation is No.5 on page 4, 


and it reads: 
"That the Railway Act be amended to direct the 
Board of Transport Commissioners to consider economic, 
tariff and geographic factors in their decisions" -- 
You mean the customs tariff there, do you? 
A Yes. 
Q "_-and to recognize prevailing world market 
conditions and that it be further amended to prohibit 
the granting of freight rate increases by the horizon- 


tal method," 


Let us take the last one first. You think there should 


be a statutory prohibition 2s far as horizmtal increases are 


concerned? Your answer to that is yes? 
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A Yes. 

Q Now, I understand that method of granting 
increases has been in use for a good many years both in 
Canada and the United States? 

A Yes, and every time it has put us into difficul- 


ties in the M ritimes. 


Q You mean the Maritimes? 
A Yes, I am really speaking for New Brunswick. 
Q And that is because of the distance, because of 


the fact that you are an extremity in a country that has a 
transcontinental railway or two? 
A Yes. 
Q Now, when the increases have been small percentage 
increases, has it still affected them seriously? 
A Well, they believe so, I think the graph shows 
that very nicely. 
Q But perhaps if they were small they become 
accustomed to them, industry, and so on? 
A Yes, if you put the pressure on slowly you do 
not mind it so much, 
Q But is it the size of the last increase? 
A Well, the method. 
Q It is the method? 
A The method is wrong as far as we are concerned. 
Q The method is wrong because of certain funda- 
mental principles, you think? 
A Yes. 
Q And that it does not recognize that some indus- 
tries can stand more than others? It is just wrong in 


principle and should be forbidden? 
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A Some other method should be found, 

Q Now, do you think that each rate should be looked 
at? 

A I suppose the reason for horizontal increases is 
due to the fact that it is very difficult to get any other 
method due to the complicated arrangement of freight 
tariff structures. 

Q Do you think that perhaps a horizontal increase 


would be all right in central Canada but not in the 


extremities? 

A Well, we are not concerned particularly about 
that. 

Q In that same recommendation you say that the 


decisions of the Board should recognize prevailing world 
market conditions. Do you mean that freight rates should 
fluctuate? 

A I think what was in mind there was the fact that 
this increase came at a time when world markets were 
becoming tight, and that is how that came to be in there, 

Q nd you would not suggest that freight rates 
should fluctuate with market conditions? 

A No, but when changes are made the Board making 
the change should keep in mind things of that nature. 

Q Then you say the first consideration should be 
the effect on the shipper or consumer rather than whether 
or not the railways really need revenue? 

A I would not say that. I think the railways have 
a right to a fair return, but the method of giving it to 
them must be worked out in such a way that it will not 
Cause some region or some particular industry difficulties. 


They must do it with some sort of consideration for 
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what is already established, and horizontal increases do 
not do that. They hit us harder than they do the rest of 
Canada, I would say, than they do central Canada. 

Q Are you now tying your prevailing market condi- 
tions to horizontal increases? I thought you meant they 
should take into consideration prevailing world market 
conditions just in dealing with freight rates generally. 

A That is true. I do not think that is a particul- 
arly important section of that recommendation. It was 
put in there more because of the present situation where 
the 21 per cent increase and world market conditions acted 
together to accentuate the impact of the increase on our 
Maritime industries. 

Q But in making a decision to increase or to deal 
with rates in any way, that should be a factor which the 
Board of Transport Commissioners should take into consid- 
eration, prevailing market factors? 

A ves, arse oney of "the: factors, 
Q Prevailing world market conditions? 
A phate a.ssonlyr aopoints 
COMMISSIONER ANGUS: Q. Would it follow from 
your recommendation No. 5 that the Board of Transport Com- 
missioners ought to have the power to recommend subsidies? 

A Imthinksitswould if you takevit to its Logical 
conclusion, but I do not think we Mean it to go that far. 

a) Is there any reason for not pressing-it ‘ 
to its logical conclusion? 

A Oh, I do not think they should have power to 
recommend subsidies. 


BY THE CHAIRMAN: Q. What would they do in a 
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given case if, for instance, the railways showed a need 
for higher revenues? 

A They might recommend subsidies, but I do not 
think they should have the power to impose them. 

COMMISSIONER ANGUS: Q. But if they recommend 
them and parliament does not grant them, then what should 
the Board do? 

A They would have to go back and work out some 
other method. I don't know enough about making freight rate 
Structuresto know just what can be done,instead of the 
horizontal increase, that would be practical. I can imagine 
it would be very difficult to amend every tariff in such a 
way to avoid 2 horizontal increase, considering every 
industry. | 

THE CHAIRMAN: Q. World conditions might change 
very rapidly very often? 

A Less 

MA. COVERT: Q. Then, (Professor Bove? whem we 
are considering economic, tariff and geographic factors, 
if they take those various factors into consideration in 
dealing with rates, might they not have constantly changing 
rates due to changes in tariffs? 

A Yes, they would have to keep adjusting them, 

THE CHAIRMAN: Q. Pardon me. Does that include 
tariffs in foreign countries as well as Canadian tariffs? 
A Le Mens, Bil, 
MR. COVERT: @Q. In other words, you say that 
might change the conditions under which freight should 


move? 


A Yes, we might be blocked from a foreign market 
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by a foreign tariff. 

Q And therefore it would be necessary to have a 
rate that would encourage movement into the central Canadian 
market? 

A Tes. 

THE CHAIRMAN: Q. I suppose the same would apply 
ZOLourreney Gifficuitics,. coor 

A Yes, that is one of the main troubles now. 

Q Do you think it is possible to have the Board, 
taking all those things into consideration? 

A IL recognize it would be very difficult, but I 
believe the method of horizontal increases is just a way 
that the Board has of dodging some things that have to be 
considered. Maybe I should not use the word "dodge", but 
to get around a detailed examination of tariff structures. 

MR. COVERT: Q. Perhaps you can say that was an 
easy method? 

A VCR, 

Q But you feel there are many factors that should 
enter into rate making that are not recognized by a flat 
horizontal inerease across the Board? 

A That is right; that is basically what we contend 
there. 

Q It would not worry you if it is suggested that 
it would really make an economic planning board of the Board 
of Transport Commissioners? 

THE CHAIRMAN: Is the horizontal method not also 
found objectionable in this brief for other reasons, just 
on account of the way it operates? 


MR. COVERT: Yes. 
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THE CHAIRMAN: Regardless of these general outside 
conditions. That is right? 

ie WITNESSta Vege thated a) piehoy 

THE CHAIRMAN: In that respect what do you think 
might be substituted for it? Perhaps you have other wit- 
nesses who can tell us. 

MR. BARRY : It was lack of our being able to say 
what exactly would be a substitute that prompted us to make 
this recommendation as to amendment of the Maritime 
Freight Rates Act. 

THE CHAIRMAN: I thought perhaps you had some 
expert advice. 

MR.BARRY: No, we have not. We would not presume 
to tell the railways, after the years of experience they 
have had. That is why, in the absence of any other method, 
we have to suggest amendments to the Maritime Freight 
Rates Act to relieve the incidence of iv. 

MR. .COVERT: Q. There is one question 1 meant 
to ask, and that is would you agree that rates might be 
raised across the board as long as the absolute differ- 


entials were maintained? Is it the differential? 


A Well, we are concernesd with maintaining a dif- 
rerential . 
Q Because that enables you to keep your market 


pattern, I suppose? 

A Oh, I do not think I cwuld go so far as to say 
that would be everything, because we do have this com- 
petition from people who are not affected by freight rates, 
particularly the truckers in the «entral Canadian market. 


Q Then there is something 2 great deal more than 
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the differential. In other words, freight rates may rise 
in an area situated at an extreme end to such an extent 
that you cannot get into the central Canadian market 
regardless of the differential? 

A Thao LS 7PLenc. 

COMMISSIONER ANGUS: Q. Do you consider that a 
general increase or decrease in the price level is something 
that the Board of Transport Commissioners should consider 
in fixing freight. rates? 

A On, yes; L do. I tnink 10 hes to te brousht wn. 
I believe though that as to freight tariffs it may be 
possible to keep them stable when other prices are rising 
if the volume of freight traffic increases, It is a 
factor that must be considered. It does not automatically 
follow that freight rates would rise because the price 
level goes up, but it certainly should be considered. 

MR. COVERT: Q. I suggest to you if the Board 
of Transport Commissioners did take all of those things 
into consideration that it might result in certain areas 
having a tremendous advantage over other areas in Canada 
as far as obtaining the central Canadian market is con- 
ferned. 

A I think that care has to be taken to keep the 
thing fair, and that is all we ask. 

MR. O'DONNELL: Q. What is that? 

A Keep it fair. We are not asking for special 
advantages, We are asking to be put on a fair basis of 
competition and not to be given more than we are entitled 
to. 

MR. COVERT: Q. And the Board of Transport 


Commissioners would hold that balance between the different 
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regions? 

A, They should so construct the tariffs as to keep 
that in mind, do what they can towards holding it even. 

As to how they should do that I cannot tell them. It is 
a problem beyond me, but I believe it would be possible, 

Q I ask you because you see in certain briefs in 
the west they say, "here we are farther away from the 
central Canadian market and we pay higher rates to get to 
that market, and the Maritimes on the other hand have a 
lower rate to start with, and it is then 20 per cent below 
that... 

A Of course, we can always go back to our historical 
argument, but even leaving that out I think the whole 
structure of freight tariffs should be arranged to keep 
our economy levelled up rather than for one area to gain 
at the expense of others. We are not asking for something 
vo be done for us that should not be done for other 
people. We do not want to be dogs in the manger about 
that. 

Q You think the Board of Transport Commissioners 
should have the power to do that, and that they should 
take these facts into consideration? 

A That 18 prent. That’ ls the 1dea of secvtonss. 

Q Have you any knowledge as to how they are 
equipped to handle matters of this kind now? 

A Probably Mr. Matheson could answer that. 

Q In any event, you say if they are not equipped 
to do it then they should be equipped? 

A Thay. 18 PLeEAt. 


Q Recommendation No. 6 reads: 
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"That your Commission cause to be investigated 


again the feasibility of the construction of Chig- 


necto Canal in the light of new conditions", and 
so on. Is there somebody who is going to deal with that 
specifically. 

MR. BARRY: The Saint John Board of Trade, 

MR. COVERT: There is nothing more you have to 
ead, nere. 

COMMISSIONER INNIS: I was wondering, Mr. Covert, 
whether we could ask a question as to the meaning of 
"new conditions". Are you thinking there of the increase 
in the freight rates? 

MR. BARRY: And the entry of Newfoundland. 

THE WITNESS: The entry of Newfoundland and the 
Giscovery of the iron ore in Labrador, the iron ore 
deposits in Labrador. 

MR. O'DONNELL: Q, You are planning ahead of 
time? 

A Maybe. 

MR. COVERT: Recommendation No. 7 on page 4 
reads: 

" That national highway and national airport 

construction should be expanded." 

MR. BARRY: That is just another general recom- 
mendation. The only other one, Mr. Covert, that anybody 
could speak about is No. 9, and that will be Mr, Matheson, 

MR, COVERT: You say that Professor Love is not 
fo deal with No. 9? Is that right? 

MR. BARRY: No. 9 is something that Mr. M.theson 


will speak to. It is referred to in his brief. The other 
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recommendations are just general submissions. We have 
statistics as far as rail crossings, and so on, within the 
province, and deaths caused, if they are of any interest. 

MR. COVERT: Q. With reference to No. 7, 
national highway and national airport construction should 
be expanded, I wanted to ask someone whether they felt -- 
I presume that has reference to the Trans-Canada Highway? 

A yer 

Q Where the province suggests that it should run, 
because there will be a submission that it should run 
through Maine. 

MR. BARRY: I would have to get a witnesslalater 
on in the day with regard to that. That has been settled 
as far as this province is concerned, but Professor Love 
will not speak with regard to that. If the Commission wish 
& witness on that, we will have one from the Department of 
Highways to speak to it. 

MR. FRAWLEY: Is the witness in a position to 
say whether it should run through Calgary or Edmonton? 

MR. BARRY: We are not so presumptious, Mr. Chair- 
man. 

MR. COVERT: @. Would you turn to page 5 Of (the 
brief? In the second paragraph at the very end you say: 

"TF our nation is to be a united one, a national 
transportation policy, coordinated with other 
policies must be put into effect." 

I was wondering if you wanted to elaborate on that in any 


way. 


A I think what we have in mind there is that feel- 


ing which a particular section may have that it is not 
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alone Mr. ove 
getting a fair deal within the whole confederation. If you 
accentuate that and keep doing things to that area which 
make them feel that they are not being treated properly you 
are building up resentment, not only between that area and 
other parts of Canada, but between that area and C2nada as 
awhole, I think that is important. We in the Maritimes 
are concerned particularly with keeping Canada united. We 
want to, and we are willing to sacrifice for it. We have 
done so, and we do not like to see policies put into 
effect which create resentment. We like to see anything 
which will even that out so that we will feel we are really 
a part of Canada. 

Q That is what you refer to in the first part, and 
then when you say, "a national transportation policy, co- 
ordinated with other policies", have you in mind co- 
ordinating with the tariff policy? 

A Yes. 

Q Anything else in mind? 

A Well, the whole trade policy of the country. 

Q National transportation policy should be co- 
ordinated with the tariff policy and the whole trade policy 
of the country? 

A Yes. 

Q Perhaps it would be unfair to ask you if you 
have any suggestions as to how that might be done? 

A Well, the Board of Transport Commissioners will 
have to keep those things in mind when they authorize 
horizontal increases. 

Q It is the factors you were referring to in the 
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to the Commission in the west have pointed out that the 
main thing that was necessary was equalization of freight 
rates. There may be some differences of opinion as to 
what equalization of freight rates means, but your sug- 
gestions would certainly lead one to believe there could 
never be equalization of freight rates under your pro- 
posals? 

A Not if it meant charging the same number of cents 
per ton mile, no. 

Q Or if it means giving preferred rates to depress- 
ed areas or regions? 

Q Equalizing the impact of freight rates, but not 
the rates themselves. I do not like to get into that. That 
is a technical term, equalizing freight rates. 

Q In the first paragraph on page 5, about the 
fourth line from the end, you use the phrase, " levelling 
Oft 4 You say: 

"The worst fears of persons opposed to Confeder- 
ation at times appear to have been realized but 
safeguards promised at the time and often put into 

effect have not always accomplished their purpose 

and the railways with their practical monopoly are 

a means whereby a ‘levelling off' can be accom- 

plished," 

What do you mean by that? 

A It simply means the railways should be used as 
instruments of national policy, and where there is an area 
which is relatively depressed with regard to other parts of 
Canada, that the railway should be used to help to bring 


the economy of that area up to the level of the other 
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parts. It is just a reiteration of the idea of using the 
railways as instruments of national policy. 

Q On the same page in the paragraph before the last 
one you say: 

"We submit that if the railway on account of 
high freight rates, does not accomplish its purpose, 

then the rates should be lowered." 
iL Wonder (if pyou would«clarifyr that, “1 “do not quite follow 
what you mean by "accomplish its purpose." It is not the 
rallway's purpose, 1s it? 

A What is meant there, I suppose, is if the freight 
structure is such that this levelling off is not brought 
about. 

Q That refers back to the levelling off. Is that 
it? 
A That is the interpretation I put on it, 
MR. BARRY: It should be "this purpose”. 
THE CHAIRMAN: "Have not always accomplished 
‘this! purpose instead of 'their' purpose. 
MR. COVERT: It should be its purpose, 
THE CHAIRMAN: Where is it? 


MR, COVERT: It is in the bottom paragraph. 
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Q. And on page 6 you have made a citation. What 
is that? It is the"Canadian Historical Review on 
Railways and Confederation in New Brunswick. What is 
the name of the publisher? 

As If it is published in the Canadian Historical 
Review, it is an article by Dr. Bailey, of the History 
Department of the University of New Brunswick; an 
article on railways and confederation. 

Q. And what is the year? 

MR. BARRY: 1941. I will be more accurate as to 
that and make sure. But, if I remember correctly, that 
is the year. However) wild vohcekeit. 

THE CHAIRMAN: You are talking about Appendix 4? 

MRY COVERT: 2. Yes. 

co in can cetathac for iyou, 

Q. Now, turning to page 7, paragraph 1, you say: 

ie 9 that rallwaye must not be judged ona 

commercial basis alone, but must be treated as 

instruments of a basic national policy to be used 

for the public good Me. 

I would like to ask you this; I do not want to repeat, 
but do you think that freight rates play such an 
important part in the marketing of products that, by 
reductions in freight rates, they can make it an 
instrument enabling less fortunate areas of Canada to 
market their products on a competitive basis in the 
central Canadian markets? 

A. Yes. It is not the only factor, but it is 
one of the factors which must be kept in mind. 

Q. Yes. And if other factors in production 


costs increase to such an extent, is it not conceivable 
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that your rate factor would be so small that reductions 
in that rate factor oes think there are limits beyond 
which freight rates should not be used to subsidize an 
uneconomic industry. If an industry's production costs 
went up beyond reason, then it might have to collapse. 

I do not think freight rates should be used to keep it 
going when it should not be kept going. 

Q. But you say that freight rates are such an 
important factor that the freight rates can be used as 
a national instrument? 

A. Yes. 

Qe And you think it is a logical instrument to use? 

A. Yeu. 

Q. And you know of no other substitute now? 

Or, perhaps, no other more logical substitute? 

A. ido not) think it is‘the*only?thing ‘that could 
be done to adjust the national economy; but I do think 
it is one of the important factors which must be kept in 
mind. 

Q. You would not want to suggest an alternative 
other than the railwaystructure, the freight rate 
structure? 

A. No. Lido not think* you can Ting an aiter— 
native to it. Lethink@it’ is “there, 

Q. And therefore it must be used to adjust these 
unfortunate uneconomic disadvantages? 

A. Transportation costs must be, yes. 


Q. And on page 8, in the first paragraph, at 


the end, you say: 
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"It is probably true, however, that the 
Maritime provinces are not great users of the railways 
for long haul purposes on export goods, because much 
of the export business of the Maritime provinces has 
been to overseas and American markets, but under to- 
day's conditions of world trade, it seems fair to 
assume that the Maritime provinces will be required to 
use the railways for export purposes to a great degree 
in order to obtain access to the central Canadian 
market," 

THE CHAIRMAN: What is the meaning of that 
word "export", there? It may have a different meaning? 

MR. COVERT: Q. When you use the word 
"export" there, you mean, just out of New Brunswick? 

A. Yes. 

THE CHAIRMAN: Q. That is, the second time 
you use it? 

A. Yes. 

MR. COVERT: Q. And including Canada, as 
your export trade? 

A. een, 

Q. Have you any reason to believe that you are 
in a worse position in this respect than the other 
areas of Canada, such as the West? 

A. I cannot speak for the other areas. But. 1 
think there is definitely a tightening up, for example, 
in the lumber business. 

MR. BARRY: The actual cases you will find 
in the ones cited, after the details of this general 


statement. 


MR. COVERT: You say that the cases he gives 
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for these are potatoes and lumber? 

MR. BARRY: We obtained figures, so far as 
possible, to confirm the general statements on which 
you examined him, and which are contained in the 
particular cases dealt with. 

MR. COVERT: ‘nd it is this part on manufactures, 
potatoes, and coal; those are the instances; and they 
do not intend to use any more than these? 

MR. BARRY: They just confirm the general 
Statements on which you have already examined the wit- 
ness. They give actual examples of what has happened. 

COMMISSIONER INNIS: @Q. Have you a better word 
than "export"? You mean, shipments to central Canada. 
That can hardly be called export? Or, is that what you 
mean? 

A. Maybe that is cur provincialism showing up. 

THE CHAIRMAN: 2. You do not mean export 
there, the second time you use it? 

A. No, not in the. sense of foreign markets. 

COMMISSIONER INNIS: J. You mean for ship- 
ments? 

A. For shipments to central Canadian markets. 

MR. FRAWLEY: Q. When you say "long haul", you 

mean about 500 miles? 
A. Vee, 

THE CHAIRMAN: Q. Five hundred miles or more; 
is that right? 

A. Vee, Gir. 


MR. FRAWLEY: Q. It is 500 miles to Toronto, 
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A. Lb is more’ than that to Toronto, Pf think, 
MR. O'DONNELL: Q. Compared to your 2500 
miles or more, Mr, Frawley? 

A. It is not so far as it is from Alberta to 
Toronto. 

MR. COVERT: Q. Now, would you turn to page 
11, and to the third paragraph, wherein you mention 
the Model MJ-7 Frigidaire, the electric refrigerator, 
delivered to the customer, sells in Fredericton for 
$343, and in Toronto for $339.°. Would there not be a 
much greater difference in the: freight rates than the 
$4 indicated by the difference in these selling prices? 

A. No. There is a company price on that. 

The cost of getting it down here is probably partly 
absorbed by the $339 price; but I do not know. However, 
thav isp the difference. 

COMMISSIONER INNIS: Q. You mean that it is 
probably an administered price? 

A. it’ is a -company-sev price. 

MR. “COVERT: @. Perhaps there has’ been some 
absorption to equalize the freight rate? 

A, Tate could be pos sibie. 

Q. Or it might be an adjustment, I suppose, to 
make up for the fact that, right across the border in 
Maine, the price is $219.75? 

A. No; it is not Tor thay reason. 

MR. O'DONNELL: It is for the 800 odd miles 


agifference. 


THE CHAIRMAN: Q. The Canadian customs, of 
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course, would intervene there? I do not know what 
the Canadian customs tariff is. 

A. It is about 20 to 254. 

MR. O'DONNELL: 9. That Frigidaire comes 
from Oshawa, does it not? 

A. From Leaside, I believe, which is outside of 
HOronto. 

MR. COVERT: Q. Would the price, plus the 
customs, not equal the freight rates? 

A, I could not answer that. I-feel that, 1t-is 
higher because of the currency restrictions. They 
are priced as high as they can get, even with the 
eurrency restrictions off. 

Q. With the currency restrictions, the price goes 
much higher? 

A. That is my belief, but I am not sure of it. 

THE CHATRMAN: @.. In the case of these 
articles, such as the Prigidaire, the difference in the 
price between Fredericton and Toronto is $4. Do you 
think that these prices should be equalized? 

A. That’ is avnegligible «spread, 

ae Yes, but you give it as an example? 

A. These examples are intended more to show 
the difference between what we pay here for these goods 
made in central Canada under the tariff, and what we 
would have to pay from the State of Maine, without the 


tariff. 
Q. It is the customs tariff that you are 


talking about here? 


A. Yes; we are showing how our costs are put up 


by that. 
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COMMISSIONER ANGUS: Q. Are these figures 
before the 21% increase? 

AX No. These figures are after the 21% increase. 
These figures were just obtained a month ago. 

MR. COVERT: Q. And you suggest, in relation 
to the tariff policy making a higher price, a national 
policy, such as the foreign exchange control, also 
arrects it? 

A. ea. 

THE CHAIRMAN: ©. This paragraph begins by 
Saying that these examples illustrate this contention -- 
that is, the preceding contention, which has all to do 
about freight rates? 

A, These prices on many articles of common use 
are higher here than in other parts of Canada and in many 
parts of the United States. I.can see your. point, 

Lt is not too clear, the way it is written, 

Q. You say that they object to two things: one, 
that the price is higher here than in central Canada; 
and you say the difference is $4. Do you think that 
that difference should be removed, and that it should 
be the same price in Fredericton as in Toronto -- since 
you give us an example of hardship? 

yer Yes. We feel that some absorption of freight 
charges would protect our industries, and they should be 
made either in the price or by the company, rather than 
passed on to the consumer down here. That ex&ample of 
#4 in a purchase of $339 is small; but there are other 
cases where the freight charge is much greater, 

COMMISSIONER INNIS: Q. Would it not 


illustrate as well the principle of absorption? 
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A. It may be that the railway men can say what 
the freight on that is now. I do think that the 
railways carry it very reasonably. 

MR. O'DONNELL: You get about 800 miles 
eitference in the distance, too? 

MR. BARRY: There are substantial illustrations 
eoaven- on pace 10; 

MR. SPENCE: Q. What would the weight of a 
stove be? 

A. Around 200 or 300 pounds. I think stoves 
and refrigerators weigh about the same, 

Q. The rate would be about $2 for 90 pounds. 
That would be $4, as a spread. 

Q. I am not sure that was the absorption there. 
I know that the charge for carrying it certainly was 
reasonable. I remember that, when I found those 
PIcuUres:. 

MR. O'DONNELL: Q. You mean, much lower than 
the American equivalent? 

A. Mat 1s reno. 

THE CHATRMAN: It might be better, an sorder 
to follow up this illustration, for us to find out how 
much this Frigidaire would cost here if it was brought 
in from Houlton, Maine, or wherever it is. Since we 
are attacking the customs tariff, we should see 
just what it is. 

MR. BARRY: I do not know. We say that a 
combination of customs tariff and high freight rates 
creates circumstances from which we require some 


relief, 
THE CHAIRMAN: I think it would be interesting 
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to know how much this $219 article would cost if it 
were bought here and the customs tariff on it was paid. 
I would have to compare it with the $343 which you pay. 
Can you find that out for me? 

MR. BARRY: We could, until the foreign 
exchange restrictions were put on, which would create a 
theoretical situation. So we could not give a proper 
answer to it. 

THE CHAIRMAN: Even so, it would be 
interesting to know how much it would cost. 

MR. COVERT: You could easily find out what the 
duty was. 

MR. O'DONNELL: And you could find out what 
the foreign exchange was, provided they let you have it, 
But the chances are they would not let you have it. 

THE WITNESS: And we have an excise tax as well. 

COMMISSIONER ANGUS: 2. You mean a sales tax? 

A, Yes, that is the tax, 1 mean. That is over 
$115, in the case of a Chevrolet car. 

MR. O'DONNELL: Q. And)» that.applies»ail over 
Canada? 

A. Yes,» that applies all over. Canada. 
MR, COVERT: Q. At the top of page 11 you, say: 
"The point we wish to make is that the New 
Brunswick farmer must pay more for his machinery 
because of the freight charges than a farmer 
located near the factory." 
I would be interested to know if you can supply the 
Commission with any figures showing how many tractors 
are purchased here each year, for the past few years? 
To what extent do they use tractors in this province? 


Are these figures readily available? 
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MR. BARRY: The railways should be able to 
answer that because they bring them here. 

THE WITNESS: Practically every farm has one, 
if they are any good; one or two. 

MR. COVERT: Q. ‘They do use them extensively? 

A. Oh, yes; these are all standard pieces of 
equipment. 

Q. But you have not got statistics to 
Show; and they are not registered, are they, with the 
Department? 

A. The farm implement companies could probably 
tell us. No, they are not registered. 

MR. O'DONNELL: Q. Tractors appear to be 
repistered, according to the return of the Minister of 
Public Works? 

A. Farm tractors? 

Q. Yes, 2,573 of them here, according to the 
latest figures. 

A. Those might be highway tractors. 

MR. BARRY: Q. Farm tractors are not 
iicensed? 

As We used these figures to illustzate how our 
costs of production here are high, not that the railways 
are charging too much. 

MR. COVERT: I wanted to show how serious this 
problem was, other than freight rates on imports. 

A. It builds up the farmers! costs. He has to 


pay more for his equipment than 


his competitor who is more favourably located,-- more 


than he would have to pay. 


Q. You say that in addition to paying the higher 
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‘ 
, 
- 


price, because of the tariff policy, he also pays a 


‘higher freight rate? 


J 


A. That is right. 


(Page 4057 follows) 
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Q. On page 12 you say, beginning on the second 
line of the page: 

Rants the general trade policy of Canada makes 
possible such price spreads between New Brunswick 
and the State of Maine...." --- 

THE CHAIRMAN: Before we go to that, may I 

ask one more question on that paragraph dealing with 

refrigerators and auti mobiles? You say. in the brief: 
"Automobiles cost about one third more in 
Canada than in the United States and it is not 
the difference in taxes which causes the spread." 

DO. vou mean that? 
ue Well, sir, you so often hear that it is because -- 
). WMamhought. taxes had. @egreat, deabtodorwith it. 
A, Whey have something to do with it, but it is nov 

the only factor. 

Q. Take the 8% excise tax alone? 
tiene Yess i thet makes-ac difference) of) avound 
$115 but the spread is $400 , and we so often hear 
that is the excise taxes here, and it is a good deal 
more than that. That is the point we want to make. 
MR. COVERT: 9. What else do you think it is? 
A. I think that our Canadian manufacturers charge 
more than they should to the consumer. If the tariff 
protection was not on I think they would charge less, 
currency difficulties being out. That is my personal 

Opinion. 

MR. O'DONNELL: Q. You have not figured the 
various taxes: 
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THE CHAIRMAN: Q. The protective features 

meu own customs tarirr? =— 
A. 723),) that Ve Prgnt. 

@. -- are more to blame than the other taxes? 
me nat is pighs. 

MR. COVERT: Now, coming back to the question 
at the top of page 12, do you think the freight rate 
structure is a proper instrument for eliminating spreads 
of this nature between -- 

A. It i8 one instrument which we feel -- 

Q. It is one instrument, and it should be used for 
that purpose? 

hee wie t LS PYenes 

Q. That is from the consumer point of view? 

A . Yes*. 

Q@. And that is carried on about in the middle of that 
same paragraph, where you say: 

"Any national transportation policy adopted, to 

be truly national, must have this condition 

as a basic consideration; " 
and this condition is the -- 


THE CHAIRMAN: Customs tariff. 


MR. COVERT: Customs tariff. 

THE WITNESS: Yes. 

MR. COVERT: Q. And you go on to say: 
Ma voransportation Por @00d or 310, is 6 ey 
instrument in developing and maintaining national 
unity, and it must be related to economic, 


political and geographic considerations." 


A. Quite. 
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Q. And you think those matters should be left 
board rather than to Parliament? 

A. Well, the powers that the Board has -- the Board 
Should not be a final board of arbitration whose decisions 
are final. I think they should be subject to review 
and control by Parliament. I do not know whether I am 
interpreting your question correctly. 

Q. Well, for instance, it would seem to me to 
be indicated that you say that the Board should have broad 
powers; they should take into consideration matters of 
geographic and economic disadvantages, so that if an 
application for an increase in rates were made they 
Mieit say, “No”, or could say, "No, this will affect 
this certain area" 9 

Hee hey As PIent. 

Q. "Therefore there will be no increase in that 
area,” 

he Theat is right. I am not suggesting that this 
Board should be not subject to some control. It should 
mot be 2 final Board; it should be subject-to the control 
of Parliament: but their powers should be widened to 
consider those factors. 

| Q. Their powers should be widened? 

A. I believe they now have the power -- I am so told 
by Bend experts -- but they just do not use it. 

Q. And you want to make sure that they not only 


have the power to use it but that they do use it. I 


" 


think that might be important. You say, ioosrelated 


to economic, political and geographic considerations" -- 


that the Board should take these things into consideration 


in arriving at decisions? 
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A. That is right, we think they ought to. 

me and it should not be left to Parliament, as was 
done in the case of the Maritime Freight Rates Act; 
Parliament recognized the disability down here, after 
a commission, and passed a specific act to remedy a 
Situation. You go ‘so far as to say that in rate 
applications the Board can take into consideration these 
conditions? 

A. They should do that; it would save Parliament 
having to move; but where they do not, I am not 
suggesting that Parliament should not be able to step 
TY 

THE CHAIRMAN: The province, do you say? 

A. Parliament. 

MR. COVERT: Q. At the very bottom of the 
page you say: 

"We do not like subsidies whether direct or 

indirect, but they are part and parcel of our whole 

economic and political framework and we have no 
alternative suggestion other than the freeing of 
trade barriers, an action which seems unlikely but 
which we feel would solve many of our problems of 
buying and selling." 

You put it shortly, then, free trade or subsidies? 

A. Yes, that is putting it bluntly. Maybe a 
generalization of that nature is dangerous, but that 
is basically what we feel. 

Q. And perhaps you would go further and say 
you recognize that free trade might hurt Canada as a 


whole, and this part of the country is anxious to 
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build up Canada, so you are saying, "We will forego 
free trade and fix it up with freight rates and sub- 
Sidies"? 

A. That seems to be the only alternative. 

Q. Now, on page 14, in the third paragraph, the 
very last sentence, you say: 

‘The railways are pricing themselves out of business. ‘ 
Now, I think you are referring to a particular example 
there, the case of freight charges on pulpwood: 

B& CYese 

Q@. And you say this is an example of a case where 
the railways are pricing themselves out of business. Now, 
you go further, and say when they have these horizontal 
increases they are pricing themselves out of business. 

Do you think they are generally pricing themselves out 
or DUBINeSsSs, .orido.you confine it ovo this one example? 

A. I am using that. as an example where high rates 
will have that effect. That is an example illustrating 
it. I suppose they know that as well as we do. 

G2TIbut yoursay that this can vepdones--Tgenerally, 
that if you raise the rates too high you just price 
yourself out of business, because a competitor comes 
a ond veakes .10 
,A. That is right -- substitute method. 

Oe Now, in connection with that paragraph, have 
you any knowledge of the detail, for instance that 
$9.60 rate? From where to where? 

A. That was taken fron central New Brunswick to 
Quebec ; I cannot give you the exact station, but I 


would say it is probably around Fredericton. 
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Q. Central New Brunswick to Quebec City? 
A. Yes; Anglo-Canadaian. 

MR. COVERT: Well, is there someone to deal 
with that? 

MRE BARRY: Yes. 

MR. COVERT: Would you just make a note of 
that, Mr. Barry, that on that paragraph we would like 
more information? 

MR. BARRY: I have that figure, Mr. Covert, 
on the Frigidaire. The duty is 223%, which, applied 
to the invoice value, amounts to $49.44, and the ‘8% 
sales tax applied to that total would give a retail 
of $290.72, but, as the customs agent advises, 
the importavion of that article Us prohibited. 

THE WITNESS: ‘Yess 

MR. OBARRY? *With«thenduty, ewhth the sades, tax, 
we could buy it at $290, but because we are not allowed 
to buy it the price is $339. 

COMMISSIONER INNIS : Q. When you speak 
of a cord of pulpwood weighing 4,000 pounds, is that 
green, dry, peeled or -- 

AvOUWEeIL, 4b: wouldevary it varies: veryrereat.y . 

MR. BARRY: Yes, it does; it varies 10%. 

THE WITNESS: That was just struck as an 
average weight. 

COMMISSIONER INNIS: 4. ‘Was that an 
average or a maximum? 

A. IT am not sure; there may be some pulpwood 
here 
men/who could tell us that. 


MR. COVERT: Q. Pulpwood is moved on a weight 


basis, is it, no so much per cord? 
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Maren, i) think 1% “Ss So tmich per cords i have for-~ 
gotten. I understand it is on a weight basis. I ean 
dig that up, but I don't know where it is now. 

MR. COVERT: Is there someone going to deal 
with long lumber? 

MR. BARRY: Well, Mr. MacKay is here. 

MR. COVERT: And the question of coal? 

MR. BARRY: Yes, we have two gentlemen here 
about coal, Mr. Tooke and Mr. Clemens. 

MR. COVERT: They would be able to deal as well 
with the matter of subsidies on coal and this question of 
the even break and so on referred to on page 21? 

It deals with the difference in subventions. 

MR. BARRY: Oh, yes. Well, Professor ‘Love 
18 familiar®’with that, the subventions on coal. 

Qa. Yyouehave your brief on the subvenvions on coal? 

fin LOS 

MR: COVERT: And also’ on the question of the re= 
grouping of the freight rates and so on; would Professor 
Love be the man to ask? 

MR. BARRY: 9. Do you want to speak to that, 
or do you want Mr. Tooke and Mr. Clemens to speak to it? 

A. There may be some questions I could not answer 
On 185° 4-don’t Know. 

MR. COVERT: My idea was to shorten the thing. 

Q. Then will you turn to page 20 of the brief. 
YOu suggest two remedies that would assist in solving 
your difficulties in connection with the coal industry. 
The basic difficulties are set out on page 18; I think 
they might be summarized as showing the nature and type 


of the deposit, there is an inferior grade of coal, and 
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it is centrally located and has no water to get it 
to the markets, and I think perhaps in your basic 


difficulties you are also including your method of 


mining? 
A. , Yes. 
x sour averaee per con? 
pa Yess 
Q. Per man; that is,your average man-day production? 


A. The seams are narrow and hard to mine; the 
Seam is thin and hard to mine. 

Q. And your limited market because of the quality 
Or wie product, in competition”! th, field that has a 
Slightly higher grade coal, and also has the water 


Pouce and 15 not confined to railways? 


Peete oS Pl ent. 


LD) 


(nose are. your pasic difficulties? 

| Sr Swe 

@- Then on page 20 you set out two remedies; 
fe Unat correct?..0One is a regrouping of the freieht 
rates from the field, and the other the establishment 
of better Canadian National connections? 

me Thar 18 picht.. 

Q. .Now, on the question of the, regrouping of 
the field, your problem is that you are treated in 
the same manner as the coalfields in Nova Scotia; 
is that right? 

A gh O8.. 

Q. For freight rate purposes; and you are sug- 
gesting a different treatment because of your 


economic ‘and geographic disadvantages of this field? 
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A. Yes. It is not similar to the other rack: 1t 
is really a separate field, and should be classed as 
suchifor rate grouping. 

Q. And some special treatment given in connection 
with nhieu 4 

me eS, “You could. put ie thae way. 

Q. Have you any precedent in mind for anything like 
that: I was wondering if you were thinking of the treat- 
ment of the lower grades of coal in the west? 

A. Yes, I know about those. I don't know whether 
they are identical, whether the case would be identical 
or not. I think our field is more separate than the 
Prelds inethe west.that sou sare réféerring tox 

Qt sbethink there is speciabttreatment aiforded, 
if my memory serves me correctly to the Drumheller 
area: 

A. Shes. 

Where the coal is of lower grade? 
MR. SINCLAIR: No, it is the other way around; 
the Saskatchewan field has 5%. 
MR. COVERT: @. The Saskatchewan ticid 
as compared with the Alberta field; one is lignite 
coal'and the other is bituminous. Now, I was 
wondering if you had something in mind -- 

An - Well icthink 2t is snakogovs, but I 
did not have that in mind when I wrote this, 
may tis think ateds. -- 

MR. O'DONNELL: The fields you are 
talking about are the local fields? 


THE WITNESS: Yes. I know about the case you 
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mention. I think, regardless of what was done there, 
this is still the case, aithnoughPear ateisesimidar, 
why, that is all right. I am not familiar with it. 

Q. Then you speak of a distinct and separate 
field; what particular advantages would flow from 
that? 

A. Well, we feel our producers would be able to 
get into the New Brunswick market, which is their 
natural market, just local, at least on an even break 
with coal from other parts of the Maritime Provinces. 

THE CHAIRMAN: Q. That is, you are looking 
to the New Brunswick market alone? 

A. Yes, we are thinking of that more than anything 
else, although we would like to get into the Quebec 
market too, if we could get our coal up there. 

Q. Do you send any to the Quebec market now? 

we Very tattle. 

Q- But some? 

MR, COVERT: °° Qs  Istthat a Logicalamarket? 
In Quebec? 
Yee" 

A. I think there is. Mr. Tooke might answer that 

better than I could. 

MR. TOOKE: Not at the present time. 

THE WITNESS: It is a local matter. 

MR. COVERT: You use coal here a great deal 
for the development of power, don't you? 


AS iihaie ie right. 


Q. Your main market is for domestic use, and when 


you talk about extending the market to Quebec, I was just 
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wondering if you had any views as to whether or not 
that was a logical market for your product, in view or 
the fact that you must compete with a better product? 

ne Ouriproducers would lake to get. into it, bub 2% 
Seems rather difficult with the grade of coal we have. 

Q. Is it a sensible thing, do you think, to encourage 
a market in Quebec when you can hardly supply your own 
local market? 

MR. BARRY: I do not think the witness was 
primarily concerned with Quebec, Mr. Covert; it is 
primarily local. He said we would like to get into 
Quebec, but that is rather an afterthought.-- primarily 
New Brunswick. 

MR. COVERT: Q. What do you say, then, 
is your main thought? To keep the New Brunswick market, 
and that as conditions now prevail someone else comes 
in and takes the New Brunswick market away from you? 

A. Well, we are frightened of that, yes. 

Q. Now, you have a footnote (3) on page 19 dealing 
with subventions. 

A. Our contention there is that in the matter of 
aid to coal mines New Brunswick was not treated on an 
equitable basis with Nova Scotia. 


Q@. The basis is so much per ton-mile, is it not? 


A. Well, those subventions were paid not only 
in freight, but there were direct grants, I think. 

Q. Is there a difference in treament in the 
direct grants or a difference in treatment 


in the subventions in freight, or both? 


A. Bocr. 
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Q. On the freight was it on the basis of so much 
per ton-mile? 
A. I am not sure. I would say yes to that, but I 
am not too sure. 
Q. Then if you compared it in amounts, the 
farther you have to ship your coal, that would make 
the subventions appear larger in dollars, would it not? 
Meneses Chat 1s bres. 
Qo “have lvam sryine tori netours is. S= 
Aww Lf itis one? per+ton mile basis; that isvricht: 
Q What I am trying to find out is what was the 
difference in treatment and what were the reasons for it, 
or do you know that? 
Ae UNO; Lodo noti- oR eannot understand) thevreasons:: 
re Looks just like wenk discrimination on the facevor 10. 
MR. O'DONNELL: I think they have @ lot less 
freight to pay here than -they have in NOva Scotia, and 
that was taken into consideration in the subvention. 
MR. COVERT: That was my understanding, Mr. 
Chairman, that the difference was due to the fact 
that they must ship a greater distance and they 
have none freight to pay, and therefore the sub- 
ventions are bigger, and I was wondering -- 
THE WITNESS: Well, there is’ a difference 
from 37¢ in. 1931-42 to $1.42 in 1936-46, while we 
got 5¢ and 67¢ for similar periods. 
MR. O'DONNELL: I am informed that the rate 
from Minto to Montreal is $2.62 a net ton, whereas 
from Cape Breton to Montreal it is $4.02. 
THE CHAIRMAN: Yes, but is there any question 


of the Montreal market -- 
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MR. O'DONNELL: ‘he Quebec market is what 
they are speaking of, I think. 

THE WITNESS: He is talking here about the 
difference in treatment that the Dosco and 
the Sydney Mines, Cape Breton Mines, seem to get to us, 

much more generous treatment than the Mynto operators 

in the way of subsidies, freight subventions and bounties. 
As to why, I cannot answer that; it just seems to be un- 
fair. That is the point we are making. The reason may 
be, as you say, because the freight charge was higher, 
and it was based on a ton-mile basis, which would give 
them a higher amount. 

MR. COVERT: 1t séems to me it is very 
impcrtant im establishing your case that that should 
be clarified. You say that you are not being treated 
On the same basis. Now, if there is @ difference in 
the treatment, I think the Commission should know about 
it and know the reasons for eae. whether there are 
mo reasons for it. 

THE CHAIRMAN: Well, it ought not to be 
difficult to ascertain the reasons for this, the 
amount of these subventions, subsidies and bounties, 
as they are called. 

MR. COVERT: Have you anybody who is going 
to deal with that? 

MR. BARRY: We have two coal men here. 

THE CHAIRMAN: Q. There are three words used -- 
subventions, subsidies and bounties; are they separate 
matters? 


A. Yes; there is a freight subvention and a 


production subsidy and a coke bounty. 
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Q. What is that? 
A. A freight subvention and a production subsidy 
and 2 bounty on coke. TYhere may be some. other type 
Of Peunvy too. I think Mr. Tooke could handle this 
mucm bevcer than ET can. 
THE CHAIRMAN: Well, we shall have to find that 


Out. We will adjourn now until 2330. 


~--The Commission adjourned at 1:00 p.m. until 


2.050. Dall. 


(Page 4073 follows) 
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Fredericton, New Brunswick, 


July 18, 1949 
AFTERNOON SESSION 


MR. BARRY: Mr. Chairman and gentlemen: I have 
the reference to the article in the Canadian Historical 
Review published in the issue of December, 1940, 

THE CHAIRMAN: Pardon me a moment. Where is the 
reference or quotation found here? 

MR. BARRY: It is in appendix No. 4 at page 44 
o- ohe brief , 

THE CHAIRMAN: What is the reference? 

MR. BARRY: Volume 21, issue December, 1940, 
Canadian Historical Review, and the subject of the article 
is, "Railways and Confederation in New Brunswick," 

MR, COVERT: Who is the author? 


MR. BARRY: The author is Mr, A. G. Bailey. 


R. G. LOVE, Recalled 
c THE WITNESS: That is not the rull Givie cf the 
article, 
of MR; COVERT: @s “On pege 21 of your. brief, Mr. 
Love, in the paragraph immediately preceding the heading, 
"Better Canadian National Connections", you say: 

"Tt is emphasized that there is no suggestion 
that the rates on competing coal be raised, .but 
that a new grouping, based on actual conditions 
and keeping in mind the type of coal, be set up, 
and that care be taken to give New Brunswick coal 


at least an even break in its natural markets in 


New Brunswick and Quebec." 
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I should like to find out what you mean by the 
words "even break" there. Are you referring to the subsidy 
treatment or has that to do with the grouping? 

A This has to do with the grouping, We merely 
refer to the subsidy as indicative of the facet that our 
area did not seem to be given the same consideration as 
competing areas, during the war. 

Q Now, just how do you regroup so as to give an 
even break? 

A So that Minto coal could move to Saint John, and 
keeping in mind its quality, the number of B.T.U's per 
pound, that it could sell in Saint John at least on an 
even break with coal from Nova Scotia, 

Q You would effect that by a reduction of freight 
rates on New Brunswick coal in New Brunswick? 

A Yes, where necessary adjust the rate so that we 
could get in at least even with our competitors. 

Q That is what I wanted to find out. How do you 
determine the amount of reduction in the freight rate to 
give this even break? 

A Well, you have to consider the quality of the 
coal. 

Q When you say it is 10 per cent or 15 per cent 
lower in quality that would mean a 10 per cent or 15 per 
cent lower rate? 

A The rate would have to be adjusted in such a way 
that it would pay the man in Saint John buying coal to buy 
Minto coal, even though it was an inferior quality, than 


to buy coal from Sydney, let us say. 


Q It would also have tottake into consideration 
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the competitive rate or lower rate arising from shipment by 
water rather than by rail? 

A Well, if the water competitive rate made the 
Nova Scotia rate low that would have to be considered, That 
if rigne, “lL odon throw that Vit “does, 

Q Would it take into consideration the question of 
the relative cost of production? 

A No, we were not thinking of that. 

Q Just the two things, the type of coal, the lower 
grade, and the freight rate or competitive rate by water? 

A Yes, we want to make it possible for a ton of coal 
in Minto by the time it is paid for to give the consumer 
the same value in B.T.Us. as a ton from the Nova Scotia 
mine.)= 

Q And it could be done by putting in a new grouping 
for the Minto area? 

A Yes, we feel that is the easiest way to effect 
it rather than to group it as at present under the general 
Maritime area. The changes would be very small. 

Q When you say "very small" -- 

A Well, the reductions would not have to be very 
great in order -- 

Q Have you any idea what that would entail? Have 
you any specific figures, or can we get them? 

A I might be able to give that. I do not like to 
get into quoting rates because it net /o cmp Ti eatea that I 
might get mixed up. 

Q Is there someone else who can deal with it better? 

A I think so, yes. 

Q On page 22 in the first complete paragraph at the 
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top of the page you say: 
"It is proposed that the spur line from Hardwood 
Ridge to Minto be made a branch line, involving bring- 
ing it up to branch line standards and making Minto 
a station stop from which rates would be quoted. It 
is further proposed that interswitching privileges be 
set up at Minto between the C.P.R. and C.N.R. 


Has that matter been taken up with the two railways? 


A Interswitching or the spur line? 

Q Bocr, 

A As far as I know it has not been, no. 

Q It has not been? 

A As Tar as I know I think it is correct to Say 


Piiias WO, Decl. 

Q Have you any estimates, for instance, of the cost 
OF tiaking this spur line into a branch Line, any additional 
cost? 

A It would mean a station at Minto, and improving 
the bridge over Newcastle Creek, and I suppose reducing 
grades Le Staont extent. I do not know what the cost would 
be. “I would not’think it would be very greet. 

Q And as I understand it all this is for the 


improvement of the situation with respect to New Brunswick 
coal? 
A That is rien. 
Q You are not suggesting here that this indicates 
any lack of cooperation between the C.N. and C.P.? 
A No. I don't know. There. may be, but I am not 


Suggesting it. 


THE CHAIRMAN: Mr. Covert, as to what is suggested 
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here is it something that the Board of Transport Commis- 
Sioners can grant if an application were made to them 
under the Railway Act? 

MR. COVERT: I do not think there has been -- 

THE CHAIRMAN: Under the Railway Act has the 
Board any jurisdiction over this matter? 

MR. COVERT: I understand there is some diffi- 
eulty, I think ofie 6fF the difficulties is = I am not sire 
of this - that an interswitching rate is not given unless 
it is within four miles of another railway line. I think 
that is one of the problems involved here, but I gather 
that the witness is not the proper man to ask. 

THE WITNESS: I am not aware of the legal or 
technical angles, 

MR. COVERT: I also think that one of the problems 
involved here is the fact that this 1s a privately owned 
ZLTIEC ¢ 

MR, BARRY: Spur. 

THE WITNESS: It is owned by the C.N.R. but 
operated by the Miramichi Lumber Company, I believe. 

THE CHAIRMAN: Is it what you call a provincial 
railway? 

MR, COVERT: I wanted to find out more about it 
af EF eould, 

Q Do you know the history of this line? 
A Well, I know it in gener’al, but we have a witness 
here who does know it. 

MR. COVERT: Mr. Chairman, My impression was 


that we should leave that part until we have a witness who 


is more familiar with it. 
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THE CHAIRMAN: All right. 

MR. COVERT: Q. In the second paragraph on page 
23 you say that there would be increased tonnage over the 
line warranting the expense involved. Have there been 


figures prepared to substantiate that? 


A Yes, we have the figures here in the brief, 

Q That is at the bottom of page 22? 

A TB. 

Q That gives us the present tonnage moving, and 


your planned increased production, at the bottom of page 
22° 

A Yes, we feel that about twenty-five cars a day, 
at least twenty-five cars, would move over the line if it 
were brought up to branch standards, and our suggestion 
carried out. 

Q Which would give you, I take it, an increased 
tonnage of 80,000 to 100,000. In view of the low grade of 
coal and the position of the field, and the position of 
its competitors, is that a feasible thing to do, to plan 
to increase the tonnage when it is apparently an uneconom- 


ical operation now? 


A You meen from the Minto field? 
Q Yes. Perhaps I am wrong. 
A I would not say that. I would not say it was 


uneconomical. The more tonnage we can get out of there 
the better off the area will be. 

Q And you think special rates should be put in, 
and these facilities provided to encourage increased 
production in this area? 


A That is right. 
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Q Despite the fact that it suffers from severe cdm- 


petition and location? 

A Theat. 18- right, 

Q When I asked you about the figures I had in mind 
that you say that it would undoubtedly warrant the expense 
involved? 

A Yes, we feel that 25 cars a day moving over a 
Six-mile branch line would warrant making it a branch line, 
There are a good many branch lines that have less traffic 
than that. I would say that is fairly good traffic for a 
brar th oiine. 

Q Perhaps I have not made this clear yet. When 
you say it would undoubtedly warrant the expense I had 
assumed that you had figured out what the expense would be, 
and that you had made calculations with respect to the 
extra movement. Perhaps you have not done that? 

A Not in dollars and cents, but it would appear 
almost a fair conclusion to make that 25 cars a day would 
warrant making the improvements necessary to that line. 

I think it almost follows. 

Q On page 24 at the end of the first paragraph 

before appendix A you say: 
"This type of increase" -- 
Perhaps I should take it a little further back. You say: 

"already 60 per cent of the coal being delivered to 

the Power Commission's plant at Newcastle Creek is 

moving by truck." 


A Yes. 
Q Is there any suggestion that this has taken 


place since the 21 per cent increase, or that the amount 
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has inecrrased since then. 

A Well, the rate was 20 cents a ton, and it changed 
a 30 cent rate to 50 for a very short haul, and as a result 
of that it seems like an unwarranted increase in the way 
the thing happened to be applied, where it was 20 cents a 
ton for coal rather than 21 per cent. In that particular 
case it raised the price from 30 cents to 50 cents. I do 
not know that it resulted in an increase in trucking, but 
fi think it did. I am told it did, 

Q I was trying to find out whether or not you were 
sug esting here that trucking was becoming a more important 
factor because of rate increases? 

A Well, that is true. If the rate gets too high 
the trucks will replace the rails, 

Q | I think that might be self-evident, but I was 
wondering if you hed any figures or anything that would 
help to show that there had been a steady increase in 
trucks?, 

A I don't know the exact increase in the number of 
trucks, but the operators say that trucking has increased 
since that rate was put in. To what extent I am not pre- 
pared to say. 

Q Examining Appendix A on the same page, page 24, 
I should like to ask you this. Perhaps I should not ask 


you this question. Do you know anything about these rates? 


Have you checked them? 


A Yes. 
Q Hove you checked them with the railways? 


A I checked them with Mr. Matheson, 


Q Do you know whether or not they include, for 
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example, in the rate from Springhill Junction to Bathurst 
Spur, New Brunswick, a distance of 188 miles, $1, would 


there be a haul there from the mines to Springhill Junction? 


A LE ssould be, 
Q You don't know? 
A No. 


Q What I am really trying to find out is whether 
they are really comparable rates? 

MR. O'DONNELL: There is 2 charge there, and there 
is also one on one of the other tables, the Sydney and 
Louisburg Riilway. There is a charge of 28 cents. The 
Cumberland Railway and Coal Company from Springhill is 18 
cents. The table does not show the full picture. 

, MR. MATHESON: There is a charge also from 
Springhill mine into Springhill Junction, and from the 


Sydney coalfield into Sydney, and also from Joggins into 


THE WITNESS: There is &@ 10 cent rate also from 
Minto to Hardwood Ridge. 
»MR., COVERT: Q. I am wondering if under the 
circumstances they 2re comparable rates? 
A They may not be in that particular instance. 
That is true. 
Q And have you any figures on the comparative 


prices for coal per ton at the mines in these places, 


Sydney, and so on? 


A. No, but we have a witness who would have. 


(Page 4085 follows) 
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Q. Now, on page 25, if you look at the 
third item on the list, Fredericton; your list shows 
the mileages and rates, and your Mileage revenue, from 
Hardwood Ridge, New Brunswick, and from Maccan, Nova 
Scotia, to various destinations in New Brunswick; and 
one of them is Fredericton, which is i66 miles from 
Hardwood Ridge, and 189 miles from Maccan. 

Now, the rate for the 66 miles is $1.30; and 
the rate for the 130 miles is $1.70, which shows a 
4O¢ difference. That seems to be a tremendous 
difference? 

A. That is an extreme example. 

Q. A small difference in the rate as against a 
tremendous difference in the mileage. Have you checked 
that? Do you know if there is any explanation for 

such a discrepancy? 

A. I do not know what the explanation is. 

It does not look very fair; that is why I chose it, 
I got these rates from what I think is a good source. 

Qe Perhaps there is some explanation for that; 
the discrepancy seems to be so great, But you have 
not made any particular inquiries about that particular 
one? It seems to be the greatest there. This shows 
differences in mileage with the same rate, but you know 
nothing more than is in the table? 

A. It would appear that in one case it was a 
competitive rate, and the other, it was not. But i 
do not know, 

Q. That might be the answer? 

A, Yes, that might be the answer. 


Q. And would that be so, comparing Minto with 


Fredericton? 
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A. Minto to Fredericton is via Canadian Nationals 
while Hardwood Ridge to Fredericton is via Canadian 
PacwTic . 

MR. MATHESON: The rate to Hardwood Ridge is 
Canadian National; but the rate from Minto is Canadian 
Pacific, around Grand Lake, 

MR. COVERT: Q. On page 26, in the first 
paragraph, dealing with potatoes, you indicate there 
that since 1940 the average potato crop -- and I presume 
that means gross -- averaged around $15,000,000? 

A. Yes, that is a round figure. 

Q. Then you indicate that about one-half of the 
31,000 potato growers in New Brunswick grow potatoes on 
a commercial basis. That would appear to work out to 
ebout 15,000. That would seem to indicate an average -- 
for what the average is worth -- of about $1,000 per 
farmer, that is, ¢ross. Would that be right? 

A Well, a lot would depend on how we define 
"commercial basis." I suppose it is a pretty general 
statement. My personal opinion is that not quite that 
many potato growers could be said to be commercial 
growers, in the broad sense of conmercial growers. 

Q. That would be my thought, too, And if the 
gross value was only $1,000 on the average, there must be 
a very small profit on $1,000 gross value of crop. It 
would seem to be hardly anything like --- 

1e "Commercial" coulc be defined as farmers who 
grow potatoes for more than their own use. 

ae That is probably what is meant by "commercial 


basis." 


A. Yes. That is a statement taken from one of 
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the agricultural reports. 

Q. In the table on that page, there seems to be 
indicated a tremendous fluctuation in potato production, 
both in volume and in percentage, as far as New Brunswick 
is concerned, as compared with the rest of Canada. Can 
you explain to the Commission the reason for that? 

Bs My opinion is -- and this is only an opinion, 
because I cannot say for certain --- 

Q. Perhaps there is someone more qualified who 
Gan give us that? 

A. Mr. Greenlaw and Mr. Crandlemire probably 
could. 

Q. I don't want to waste time now. 

MR. BARRY: The Secretary of the Potato 
Growers! Association will be here, 

THE WITNESS: I think it is a matter of markets 
available, foreign markets. 

MR. COVERT: Q. Then, at the bottom of the 
page, in the last paragraph, you are dealing with it 
being a highly competitive industry, and you say: 

"Grower competes with grower in disposing 

of his crop at the warehouse or siding, dealers 

and shippers compete for orders and for the crop 

of the grower. Potato growers are marginal pro- 
ducers," 
First, I want to find out if, by saying that potato 
growers are marginal producers, you mean that the whol 
industry is a marginal industry? 

A. Yes, It does not take very much change in 

the price structure to have the potato farmer driving 


a Buick, or to have the fertilizer contpany owning 
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the farm. They operate on a small margin. 

Q. And would that apply, gencrally, throughout 
the industry? 

A. LI think it is pretty general. 

Q. "Grower competes with grower in disposing of 
his erop. .." Are there no cooperatives in the pro- 
vince, in the potato growing industry? 

A There is nothing effective, not in the selling. 
They do have a Potato Growers! Council, but it is con- 
cerned with improving the quality and concerned with 
getting special seed potatoes and things of that nature. 
But there is no cooperative selling, to my knowledge. 

Q. Do you think that a cooperative in selling 
might change that marginal position, where you get a 
potato grower competing with another potato grower? 

A. I think it might help. 

a: I notice on page 28 that you suggest 7 cents 
per sack as a dealer's margin; that is at the very 
bottom of page 28. Might not some of that be eliminated? 

A. Yes, I would think so. Attempts to organize 
selling cooperatives have been made, and I understand 
they are still thinking of them; but they have not been 
too successful yet. 

Q. Is not one of the things which makes one 
grower compete with another grower of potatoes in New 
Brunswick sometimes due to the dumping on the market 
of potatoes at away below the level of prices in some 
of the other provinces? Do you know anything about 
that? 

A. I do not think so, I do not know. But we 


were accused of dumping potatoes into the American market, 
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because we were selling them under the American ceiling. 
But I have never heard of dumping in the upper Canadian 
market, if it happened. 

Q. Coming back to that one point, do you think 
the fact that they are competing one with the other, 
in disposing of their crops, and that they are, perhaps, 
not organized market-wise, is one of the reasons which 
makes it a marginal industry? 

A, It could be one of the factors, but I do not 
know that co-operative marketing would improve it very 
much, 

de How would you compare it with the position, let 
us say, in Prince Edward Island, with the growers there? 

A. I think it is very much the same, 

Q. Wouldn't they be farther away from the market? 

A. Yes, but their freight rates are comparabie to 
ours, I think they have the same rate on Charlottctow,. 

Q. So your position, or rather the grower's posi- 
tion, is very much the same as that of Prince Edward 
Island, Now, two other points: first, do you think 
that the area of production,for potato production, has 
been pretty well covered in this province, or is there 
room for greater production? 

A. I think it is localized by the soil. There 
is a special type of soil in our potato growing area; 
and also partly by climate. 

There are some good potato growing areas in 
Albert county, which has a climate which helps to keep 
down discase, in the production of seed potatoes. Li 
think it is pretty well limited by those factors. 

Q. Are they growing potatoes in any really 
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Submarginal areas in New Brunswick today, or is the 
potato industry generally confined to this very satis- 
factory area? 

A. In Northern York, Carleton, Victoria, and 
Madawaska; and up in the Cariboo soil area, and to some 
extent in Albert County. 

Q. Those are the good potato growing areas? 

A. Yes, the best in the world. 

Q. The fact of it being a marginal industry, then, 
is not due to potato growing being carried on in un- 
suitable or submarginal areas? 

A. Ney it is not. 

Q. And you think, generally, that production is 
at its peak, and there is not much chance of increasing 
production? 

A. Well, I would say that, yes. I think the 
danger of too intensive cultivation means soil erosion, 
which is already coming in. Eo think heecoula- 
probabay, be increased somewhat, but not too much more. 

Q. Is there any regular system of marketing here 
at all? Does it pass through a good many hands? Could 
you describe, briefly, how potatoes are marketed? 

A. There are four or five shippers, and sometimes 
there are shippers and growers. Then, we have some 
farmers or operators who grow and ship, and some 
who just ship; but as I say, there are four or five 
fairly large sized concerns who have a long historic 
association with the business shipping into upper 
Canada, and who possess the know-how of how to get into 
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handled by these large shippers? 

A. No. I think the five of them are pretty well 
divided, but I do not know. 

Q. Ne, nox Are most of the potatoes bought from 
the farmer by these shippers, and then the shippers sell 
them into the market, because they know how to sell them? 

A. I would say the majority of the potatoes are 
moved that way. 

Q. And what percentage would that be? 

A. I would only be guessing, but I would say about 
ninety per cent. 

Q. And on page 27,1in the last paragraph,you say, 

"Obviously potatoes moving to the Montreal 
and Toronto markets from the provinces of Quebec 


and Ontario are being moved by truck, If the 


railways are interested in the potato carriage 
business it is the maritime business that they must 
foster. If New Brunswick potatoes cannot move to 
market because of transportation charges and 
because of the unfavourable position they are 
piaced in competitively because of cheaper haulage 
by truck by their more favourably located competitors 
the railways may lose the business they now have, 
Their interest coincides with the interest of the 
potato grower in this respect." 

Now, do you think that the Board of Transport Com- 

missioners should have the power to authorize special 

rates to encourage an industry of this kind? 


RB, Yes. 


Q And if, for example, it became a factor -- 
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you say here that they would lose the business alto- 
gether, perhaps, if they could not go on? 

Aj That is right. 

Q. And the railways should be able to put in a 
rate which would enable them to get into that market, 
Would you go as far, even if it i8 a 1é6éss Fate? 

A. Well, I suppose the volume would count; and 
a little business is better than none to the railways. 

I do not know whether there should be a loss rate on 
their part; but they should get them up there, - 
Suppose the Maritime: Freight Rates Act would apply. 
I do not think the railwaysshould have to take a loss 
to carry the traffic, but I do think they could carry 
the traffic at a idéss in Order to ereate traffic. E 
think they do that. 

Q. Se that is what you have in mind here, that 
they might? 

A. I will potnt out --- 

Q. It is a question of losing business altogether? 

A, That is right. 

Q. Ts that a serious possibility? 

A. It could happen if the local producers produced 
enough; we could get crowded out of the market. I do 
not know how likely that is to happen, but it could 
happen. 

Q. On page 30 there is just a little point I want 
to clear up. In the last paragraph you quote a 1942 
price, and 2 1948 price. I presume that the 1942 price 


was frozen by the Price Control during the war? Is 


that right? 
A. I think that should be 1948, 
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Q. On! 

A. in did not notice? that, but Io think) thateis the 
point. I took it just before the 21%,and just after. 

Q. It is on page 30, the last paragraph, six 
lines from the bottom? 


AS 20th of March, 71048, "that should be. 


(Pege 4095 follows) 
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MR. COVERT: Q. That should be 1948? 
A Yeap ie srhoudid. 
THE CHAIRMAN: Where is the correction to be 
made? 
MR. COVERT: Six lines from the bottom, 
Mr. Chairman. It says "price at Hartland 20 March, 1942," 
ana the "1942" should be "1948". 
Q@. On page 33 in the third paragraph you make 
Some reference to a manufacturer and his problem in 
respect of comparative freight rates: is that manufacturer 
here? 
A. Mr. French is not here. 
MR. BARRY: He will be in Charlottetown. 
MR. COVERT: Well, who is the manufacturer 
referred to in the third paragraph? 
MR. BARRY: Enamel Heating Products. 
THE WITNESS: Enamel Heating Products, Sackville. 
MR. COVERT: And they are appearing in Charlotte- 
t own? 
MR. BARROW: Yes. Mr. Matheson advises me 
Mr. @¥Edeh Will be in Charlottetown. I asked him to 
be here, but sI believe he could not be here because 
of other appointments. 
MR. COVERT: The reason I ask, Mr. Chairman, 
is, you will recall in Mr. Matheson's brief when he 
was reading it in Halifax he passed over that and 
said evidence would be presented later, and I wanted 
vO find out if it was here. 
THE CHAIRMAN: This refers to a New 
Brunswick manufacturer, does it? 


MR. COVERT: Yes, that is right. Apparently 
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ne is appearing in Charlottetown. 

THE WITNESS: This case is identical with 
Mr. Matheson's in this regard. 

MR. COVERT: As a matter of fact, I do 
not believe there is any different information here 
than is already in the brief submitted by Mr. 
Matheson. 

THE WITNESS: That is right. 

MR. COVERT: Q. Now, there is just one 
point further I wish to take up, and that is the 
question of newsprint and pulp. The brief mentions 
oy, oll uuere 18 not much in the brier about ae. 
fi was wondering if the freight presents much of a 
proviem to the newsprint industry, or is it because 
most of their product goes by water that there is 
Rerepecial reference to 10 an the Brive? 

A. ‘Well, that iS part of the reason, 2nd) pare 
Met 28 Gniay the Canesdiatr end Of bie faut ao Pixed 
by the American rate, and we felt that was a separate 


consideration and there was not much use in presenting 
a 


it here. 

Ov Now, could you give Us jtse Drie iy we 
types of product produced in your pulp industry? 
You have newsprint mills? 

A. Yes, newsprint, and kraft for Fourdnier 
board or box board, which is made in Bathurst, and in 
Edmundston I think they make newsprint, and also 
Special pulp, I don't know just what it is called, 
which is sent across to Madawaska, Maine, and manu- 
factured into c2talogue paper, and we als 


have sulvhite which is manufactured 
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in Saint John, and rayon sulphite in Atholville -- 


that is the Restigouche Company. 


MR. BARRY: Q@. ‘Rayon pulp? 
A. Yes -- a subsidiary of Fraser's. 
MRS COVERT: “QS -Would “all? or those items 
be included in your evaluation set out on page “13; 
$72,000,000 products of pulp and paper mills? 
A. Yes; those figures are taken from the Department 
of Lands and Mines Report. 
Q. Of the Province of New Brunswick? 
A. Of the Province of New Brunswick. 
Q. For what year? 
A. 1948, page 14. 
Q. Now, that $72,000,000 would include the news- 
Print, bye kraft paper, rayon, sulphite and so on 


A Yes; thay is right --- and sulphite, sulpnece 


pulp. 
Q. And the main freight rate problem of those 
industries generally is the trucking of the pulpwood 


Ovid Hurl: is that correct? 
A. Yas. 


Q. But the products themselves go mainly by water? 


i> 


By water or on export rates. 


oO 


Ves, or export rates. 
COMMISSIONER INNIS: Q. How much of 
that $72,000,000 is newsprint? 

A: I will have to just hazard a guess. I would 
say probably twenty-five, but it is only a guess, sir; 
I don't know. 

MR. COVERT: Those are all the questions I 


have to ask, Mr. Chairman. Mr. Barry tells me that the 
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Saint John Board of Trade is here, and I think they 
expected to go on this afternoon so they could leave 
this afternoon, so we might defer cross-examination 
of Professor Love by the other counsel until we have 
heard their brief. I spoke to the counsel for the 
railways, and they agreed that that would be suitable 
to them. 

THE CHAIRMAN: Is that satisfactory to you, 
My. Barry? 

MR. BARRY: Yes, Mr. "Chairman. It da 02 very 
short brief, and I do not anticipate it will take much 
Gime. Siv. Nay 1 céll upon Mr. Blake of the Soard of 
Trade? 

THE CHAIRMAN: Yes. I mean, it is satisfactory 
® you to have Mr. Love stand aside? 

MR. BARRY: Oh, yes. 

THE CHAIRMAN: All right, then. 

MR. BARRY: Mr. Chairman and gentlemen, I 
Wise call on Mr. Blake of the Saint, Jong posi or 
Trade, who will introduce the person who is to speak 
with regard to the brief on the Chignecto Canal. 

MR. BLAKE: Mr. Chairman and members of the 
Royal Commission, we are very grateful to you for 
giving us this opportunity to sandwich in our very 
short brief between thpe other much more lengthy 
ones. Our brief deals with the Chignecto Canal. 

I would like to explain first why this is the only 
brief we are submitting. As a manber board of the 
Maritime Board of Trade, we have been associated 
with the preparation of the extensive brief which 


has been prepared by the Transportation Commission of 
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the Maritime Board of Trade. We support that, and consider 
it as our own, and the fact that we are not presenting 
any separate brief along general lines connected with 
the freight rate structure is simply because the work 
has been so well done by them, and we have had a part 

in it through our representatives on the Transportation 
Commission. That brief makes reference to the Chignecto 
Canal, as does also the brief which is being presented 
by the New Br nswick Government, but it seemed to our 
Board that it was desirable to elaborate a little on 
what was said in the other briefs and to deal with it 
Partsacutariy as it affeets the Port of SainteJohn. “Tae 
Chairman of the Committee that prepared this short brief 
ae Me. ©, C, Morvcimer, the Past President Of our Board, 
and with your permission I would ask him to read the 


brief. 
FREDERICK C. MORTIMER, called 


MR. SINCLAIR: We understand that this brief 
deals only with the Chignecto Canal, so we shall have 
no questions to ask. 

THE WITNESS: Mr. Chairman and gentlemen: 

The members of the Saint John Board of Trade 
have, by resolution, recorded their unanimous support 
of the Chignecto Canal project in the knowledge that 
the completion of this work would result in benefits 
not only to the economy of the four Atlantic Provinces 
but to the National economy, also. This, 
because the greater prosperity developed within these 


Atlantic provinces will be of direct benefit to many 
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Other parts of Canada. 
The lay mind naturally re-acts on a question 


wa) 


of this kind to the economic benefits of such a project 
but sight must not be lost of possible other advantages 
such as in the matter of Defence. It is argued by many 
that the provision of a Canal at this point would prove 
of strategic value to our Naval forces in time of 
trouble. 

Because this important question is under study 
by many bodies in the Atlantic Provinces, we expect that 
there will be several Briefs submitted and, with the 
thought in mind of avoiding repetition, we are 
not including any special references to the historical 
background of the question and we have purposely 
omitted any reference to the previous Commissions 
that have looked into the merits and that have studied 
the advantages of the development. Also, other Briefs 
will, doubtless, emphasize the general advantages to the 
territory as a whole, but in our capacity we have studied 
this question more particularly from the angle of what 
it may ess to the area of Greater Saint John. 

In what has been said above with respect to x 
other Briefs, we refer particularly to one prepared by the 
Transportation Commission of the Maritime Board of 
Trade. As a member, of the Maritime Board we have 
our representatives on this Transportation Commission, 
have been associated in the preparation of the 
Brief, and support it in its entirety. 

With this in mind we respectfully submit that 
the advantages will be many, with special emphasis on 


the possibilities opened up to shipping by an economical 
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water route to and from this National port, which 
represents an investment of many millions of dollars 
by the Federal Treasury and has direct steamship 
connections with all parts of the World. If centres 
norch of the Isthmus of Chignecto could ship their 
products to Saint John via coastal vessel, through the 
canal, then these products could be re-shipped from 
Saint John by liner to world markets. The exporters 
north of the Isthmus would be able to cut transportation 
costs materially, if they had this short ¢ut to Saint 
John. This would help to develop widespread and diversi- 
fied industries. It would also mean more work for Saint 
John's longshoremen and tend to take up the slack during 
the summer months. 

It is true, also, that the volume of traffic which 
would be Lamedi ately visible is not the yardstick to use but 
rather should we calculate on the greater possibilities of 
the development of the ports on the Northumberland 
Straits, Quebec, Cape Breton, and, more recently, the 
potential trade made possible by the addition of 
Newfoundland and Labrador to the Canadian scene. It 
would require but a brief visit to such points as 
Buctouche, Rexton, Richibucto, Chatham, Newcastle, 
Bathurst, Campbellton, Pictou, New Glasgow, Sydney, 
Charlottetown, Summerside, the Gaspe Coast and 
intermediate points, to indicate that these communities 
could, with the encouragement of cheap water transportation, 
greatly stimulate their present export business. The 
distance to Saint John from Cape Tormentine by the 
present route around Nova Scotia is 609 miles of rough, 


Open-sea sailing. Ships could pass through the Canal 
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resulting in a saving to points mentioned above of 
some four to five hundred miles. 

Looking further afield, industry in the 
Saint John area would be opened up by the possibilities 
of bringing raw products such as pulpwood and iron 
ore from Labrador and Newfoundland to mills in and 
around Saint John. It is well known that the richer 
iron ore of the United States is being rapidly depleted and 
that American steel mills are faced with the necessity 
of using new sources of iron ore, which ore has now 
been found in abundance in Northern Quebec and Labrador 
and could, by using the Canal, encourage the establishment 
of steel mills in the Maritime Provinces. 

The necessity for finding some economical 
alternative of transportation to supplement the railways 
in respect to the extreme coastal sections of Canada is 
apparent. The West coast does not seem to be as 
fortunately placed in finding a cheap water route 
to the centre of the Dominion, whereas with the St. 
Lawrence River and perhaps ultimately through the 
development of the St. Lawrence Waterways, large ships 
loaded in Bay of Fundy ports like Saint John could 
reach centres on the Great Lakes, including the 
larger cities of Toronto, Detroit, Chicago and 
Port Arthur, thus giving manufacturers on our 
extreme Atlantic coast an opportunity to compete 
successfully on transportation costs with the 
factories and plants more fortunately placed near 
the centre and density of pupulation, and even 
in the event that the St. Lawrence Waterways 


were not constructed, similar advantages through the 
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use of small ships perhaps partially discharged at 
Quebec or Montreal. 

The disadvantages of the long rail haul 
from the extreme ends of the country are becoming 
more pressing with the increase in freight rates 
which have already beeninstituted and which are now 
being contested by three Maritime Provincial Governments. 
While this effort may result in some amelioration in 
the freight costs, the mere fact that further 
increases in pay are now being demanded by the railway 
employees with a consequent raise in the spiral of 
freight costs, places emphasis more than ever on 
the urgency from a National point of view of providing 
points, like the area of Greater Saint John, with 
alternative transportation possibilties to enable our 
Pee ete to carry on and expand. 

We feel, too, that the decision to’ proceed 
with the Chignecto Canal would be the answer needed 
by the Commissioner of our Board of Trade and our 
members generally who have repeatedly endeavored to 
attract industry to this area and are meeting with the 
general objection that, if a branch factory is to be 
established in Canada, the logical site would be towards 
the centre rather than at the extreme end of the 
country. If we can now meet this objection by 
pointing to the possibilities of cheap water 
transportation, the natural advantages characteristic 
of this part of the Country could be developed and 
our whole economic outlook would be greatly encouraged. 

For many years Saint John has been 2 large 
distributing centre and, therefore, the construction 


of the Chignecto Canal would enlarge the territory 
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within reach of Saint John by water, making it 
possible to encourage new industries suc ,for instance, 
as Oil refineries and other large projects, which would 
result in a substantial increase in population, . 
gainfully employed. 
We, therefore, urge for these and many 
other reasons, the immediate construction of the Chignecto 


Canal as a matter of National concern. 


EXAMINED BY MR. COVERT: 

Q- Mr. Mortimer, there have been some reports 
and investigations into the Chignecto Canal, have there 
not? 

A. Mr. Cooper from Ottawa was down about a year 
ago and went over the site and came forth with some 
of his own conclusions; that is the last one that I know 
ep ie 

Q. That is Mr. Cooper from -- ? 

A. Ottawa, I believe. I think he is in the Government 
Service; I am riot too sure; you could trace that. He 
gave an address in the Beethoven Hall of the Mount 
Allison College in Sackville just about a year ago -- 
September, I think it was. 

Q. You could not give us any references to where 
we could get some material? 

A, I am not attempting any engineering data at all, 
Mr. Covert. 

9. Iwas just wondering if you knew of any place 
where we could get some additional information? 

A. I think probably in searching that you might 


have to get the details of the ‘Surveyer Commission. 
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Q. That was Mr. Justice Surveyer? 
MR. O'DONNELL: The engineer, Arthur Surveyer. 
THE CHAIRMAN: Is there any estimate of the cost? 


MR. COVERT: I was coming to that, Mr. Chairman. 


(Page 4109 follows) 
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Q Do you know if any estimates of cost were made, 
or have been méde? 

A Well, of course we speak as laymen, you know, and 
figures are guessed at. I would not want to hazard 
a guess. With modern equipment and steam shovels we 
believe, and are told, that the nature of the soil there 
would make it easy for a digging process. That is what we 
believe, 

Q There must have been some figures mentioned. I 
would think the Board of Trade must have heard of some 
fig «es? 

A No authentic figures, not recently. We would 
not want to advance a figure. 

Q ‘Do you know what any of the old figures were? 

A We thought of that, too, and we decided the old 
figures could be so changed with modern equipment -- 

Q I expect they would be. 

4 That we did not feel we could put in any very 
useful figure. 

WR. BARRY: The factors involved, as Mr. Mortimer 
says, were so tremendous as to what we might believe 1t to 
be -- 

THE CHAIRMAN: Pardon? 

MR. BARRY: The factors involved would change 
the figures so tremendously, as to whether or not it was 
built across one section of the isthmus or another section, 
or whether it was 8 feet deep or 18 feet deep. 

THE CHAIRMAN: There were different estimates? 

MR. BARRY: That is right. In the first instance, 


more than 100 years 2go, the estimate was approximately 
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$250,000, and then another estimate was $22,000,000, but 
it was for such a completely different type of canal that 
even those figures would mean nothing today. 

MR, COVERT: Q. That was one point that I wanted 
to take up with Mr. Mortimer, what has the Saint John 
Board of Trade in mind as the termini, the distance between, 
the depth and width, and so on? 

A Our position was that irrespective of any cost 
within reason, that the value of the canal was such that 
irrespective of that total, it was something that should 
be +: soceeded with in the interests of industry and business. 

Q Has the Saint John Board of Trade any particular 
place in mind where the canal should be built? 

A There is a general area there. We have maps, 
and we would be very happy to supplement our brief with a 
map showing you just that very point. 

Q In the place you have in mind, Mr. Mortimer, 
what is the length? 

A Eighteen miles of trenching, I believe, or 
digging. 

Q Eighteen miles? 

A Yes. 

Q Has the Saint John Board of Trade any proposed 
width of the canal? 

A No, we have an open mind on that, too. We feel 
that is entirely an engineering question. 

Q I was wondering about the depth from the point 
of view of the size of the ships? 

A To give the greatest benefits it has been con- 


sidered that the canal should be ca@nceived on the basis 
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of allowing ships up to 10,000 tons to go through. 
Mr. A. F, BLAKE: We had in mind a depth of 25 


MR. COVERT: A depth of 25 feet? 

MR. BLAKE: Yes. 

MR. COVERT: Q. J Do you know, Mr. Mortimer, 
whether there is any problem as far as tides are concerned? 

A Of course, we are on the Bay of Fundy shore, you 
know, and there would be problems of tides. 

Q That would mean that the canal would involve the 
use of locks? 

A OM i bothink st. 

Q Is it a fair question to ask you whether in 
general eee in the Maritimes supports the project, 
or whether there is any opposition to it. 

A Well, there have been very active canvasses on 
that recently in Saint John, and that has brought forth 
opinions from a very wide area, and there are very very 
few that are critical of the project. You can conceive, 
of course, that there will be some areas that would 
benefit more directly than other areas, but sections like 
Halifax, for instance, which would not be near the canal, 
would benefit very greatly from the prosperity of the 
Annapolis Valley and some of the other sections of Nova 
scotia. 

Q On the northern shore of Nova Scotia. 
They would approve? 

A Very definitely. 

Q I suppose Halifax would probably be against it? 


A The people of Halifax are so intelligent that I 
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cannot imagine them being against anything that is for the 
good of the Moritime Provinces. 

Q At page 2 you mention that it would encourage 
diversified industries. In the last part of the paragraph 
you say: 

"This would help to develop widespread and diver- 

sified industries." 

Have you any particular industries in mim that this would 
encourage? 

A I believe it is a matter of record that the area 
of Saint John has a greater number of industries than any 
other section of the Maritime Provinces, so that any 
channel of lower freight costs by water, which we under- 
stand is the lowest means, would benefit them all in some 
measure, we figure. 

Q Do you think it would increase production in 
those areas, or would it simply divert the method of ship- 
ment? 

A We figure, of course, on the enlargement of 
industry., We are not trying to change the channel; we are 
trying to enlarge it. I have heard leading fruit men, 
for instance, from the Annapolis Valley - their remarks 
are a matter of record - say that by having the Chignecto 
Canal it would place them, from a transportation stand- 
point, in relatively the same position as if their farms 
were 150 miles from the island of Montreal in the matter 
of costs to get their stuff to market, 

Q So that, for example, they would be able to 
ship right from Kingsport by water route? 


A Kingsport through the canal, 


wit bits Doonan ative at qiaa ne 
- cm ow -_ “i sonnitenbat purabe 
eirit jut ts al sobsveubas.. sentubitdnee ys use” 
ae seca 

ay tard incest Bir) rea an owt at owetied i i¥ A - 
rerid nudetbeubal ‘Yo. cen rer L EL | i seit isto, tbo to. 
yr tuarty “a as ennvors omndingl wale Yo.) da2Ioue mrtdo 
pil ow tio Law dow Yd oddep THB Lowy ‘aug saci hil 
ret ih otis gn toand bLvow: 5 esam snswoit ond at ‘brats: 
! Aosuart bw otutn sit 


i BeItodbotrg senetont! Brodw whe. shade voy 64 > 
ee fogiem oad paele ylquie sh Sivow' 19.6807 Heois 

lige? eet 
io dooney tae ob) oetros -- eae ST AW he, 


w yighnntio ot dyse-sitt oy saya don enn ow res b, 
sum tier? patina imei aver To vet opine oF anced | 
remo siett + Yokes sitoqnand od mort , pounder! so 
ben uct cintone wd. $He yes - troop. tetdemt » 6% | 
ned rete nmentas e anantY maid abalq biups 42 Lend 
ert Aor th wh wiett food anit ana yfavite ret at ~integ 
Ham ond. ut Ses laa to bee tat wild ott ab ttt Hel stew 
;aolaaah 2 Tivds, saiorit ten 08 BteOo Te 

at efdé ad Bijoow yotkt stains nat that of be 
. -ecyaison hie «d tHogignt mers sits gti 
leneh say sort Srrogase% A 


— 


(i 


\ 
1 


-4113- Mr. Mortimer 


Q Has the Saint John Board of Trade given any 
thought to the matter as to whether this would be a 
toll-free canal? 

A Of course, we have been figuring on the basis 
that it would be a part of the Canadian canal system, and 
would be treated like other national projects. 

MR. SINCLAIR: Q. Toll-free? 

A Toll-free, 

MR. COVERT: @Q. At the top of page 3 you say. that 
the volume of traffic which would be immediately visible is 
not the yardstick, 

A The thought there is there would be new trade, 

Q New trade, and that the present cost of the 
project is not much of a factor. 

A Rightly or wrongly we take the position that 
canals as a whole do not pay for themselves, except perhaps 
the Suez canal and Panama canal, but I do not think our 
Canadian canals pay for themselves, They are all toli-free, 
are they not? This is something which has been promised 
the Maritime Provinces for quite a few years. 

Q At the bottom of that same page, Mr. Mortimer, 
you refer to the steel mills, and you refer to the rapid 
depletion of ore for the American steel mills, and the 
abundance of ore in northern Quebec and Labrador. You 
suggest this might encourage the establishment of steel 
mills in the Maritime Provinces. At the present time 
there is 2 steel mill in Sydney. Are there other steel 
mills in the M.ritimes? 

A No, but of course if our Board of Trade was 


progressive, and where American interests would be looking 
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for the ore, and they know where it is, it might become a 
matter of economy for them to settle in Canada somewhere, 
We add that as a possibility. We think the steel industry 
in the Maritime Provinces will progress, and it is a grand 
thing that the ore has been disccvered in Labrador, 

Q I suppose this, of course, would all divert 
traffic from the railways? 

A Of course we like to feel that the railways - 
you know if you were to build a lot of new factories it 
would give the railways a lot more business, and no canal 
in Canada is open all year round. We figure that it must 
mean Se business for the railways, too. We are not 
ety eas business away from the railways. 

Q ‘This canal would not be open all year round? 

A Just like any other Canadian canal, it would be 
open two-thirds of the year round, I suppose, and it would 
be closed like the Lachine canal and Welland canal. We 
would all close up together. 

THE CHAIRMAN: Is there anything in these older 
reports on the question of how many months of the year 
this canal would be open? 

THE WITNESS: I say two-thirds of the year. 

MR. COVERT: Can you give us the reference to 
the Surveyer Report, Mr. Burry? 

MR. BARRY: Surveyer Commission, 1931. It is 
in the King's Printer's office in Ottawa. 

THE CHAIRMAN: It would be open about eight months 
in the year, according to these people. 

THE WITNESS: About eight months. The St. Peters 


canal in C2pe Breton, which is the only canal we have in 
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the Maritime Provinces - it is only a short canal - closed 
Just about the end of December last winter and opened up 
at the end of April. 

MR. COVERT: Q. What I am trying to ascertain 
is if there are any other avenues of information for the 
Commission because none of the briefs which have been sub- 
mitted to us deal with it in any more than a most general 
way, and if there were any further reports or studies made 
we would like to have them. It seems to me that I have 
Seen somewhere that there was a study being made by what 
I think is called the Chignecto Canal Association. 

A The Chignecto Canal Committee, yes, with head- 
quarters in Saint John. 

Q ‘Have they any information that would be of value 
to the Commission? 

A Yes, they are gathering information, very con- 
Siderable data, and will have that to issue together with 
a brochure giving a great deal of added information on 
many points. That will be available to all interested 
parties, 2 imagine in a matter of weeks, but it is not 
ready yet. 

Q Could you have that sent to the Commission? 

A I will be very happy to take that up on my return 
to Saint John. 

Q We would like at least ten copies, if you could. 


A Ten copies; I will be very happy to see what I 


can do. 


CROSS-EXAMINATION BY MR, O'DONNELL: 
Q Mr, Mortimer, I take it that your committee, the 
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Board of Trade of Saint John, did not inquire with any 
tnto the effect 

detail/that Such a canal, if constructed, might have upon 

the Canadian National Railways, and particularly that part 

of the route which is the old I.C.R., the old Inter- 

colonial? 

A I think perhaps the answer to that is that we 
have been entirely selfish about it, and have studied it 
from the point of view of the advantages to Saint John, 

Q You did not survey the effect it wouJd have on 
the number of employees of the Canadian National who would 
no longer be required if trade falls off any further than 
it has? 

A The only chance we see of the trade falling off 
just now is the increases that are portended. If they 
come into effect there will be a lot of employees laid off 
and a drop in trade. . 

Q You did not go into that aspect? 

A We figure that will happen unless something else 
is done about it. 

Q That may be, but my simple question is you did 
not go into that aspect? 

A We did not study it from the railway standpoint, 
no. 

Q Did you study it from the point of view that the 
Ships that might go through the canal, if it were to be 
built, would be larger ships possibly than these relatively 
small ones that you contemplate, and that they might go 
right on through and up into the St. Lawrence? 

A We contemplate a ship of 10,000 tons. That is a 


pretty large freighter. We cannot figure on a ship that 
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would be too big to continue up through the inland water- 
ways, and perhaps ultimately the St. lawrence waterways. 

Q At page 4 what distinction do you make between 
what you term large ships and small ships? 

A We call a 10,000 ton ship for that purpose a 
large ship, and a small ship up to a couple of thousand 
tons probably. 

COMMISSIONER INNIS: Q. If there was a depth 
of 25 feet, as has been mentioned, that would accommodate 
more than 10,000 tons? 

A Yes, and there is the national point of view 
for naval forces, quite apart from the economic point of 
view. 

MR. O'DONNELL: Q. Twenty-five feet ,would 
accommodate 18,000 ton vessels? 

A Exactly; we are trying to be modest . 

Q And if you build a canal of any respectable dimen- 
Sions such as that, it is not unlikely that it might be 
more advantageous for the ships to go on right through 
and up into the St. Lawrence without the trans-shipment 
that apparently you contemplate wousd accrue? 

A We put in trans-shipment as an alternative to 
the use of larger ships. If the St. Lawrence waterway is 
not proceeded with it would not be an awful lot of 
advantage in taking larger ships beyond Montreal. 

Q In that event if your canal was wide enough and 


deep enough these larger ships might travel right on to 


Montreal? 


Q In which event Saint John would not derive the 


tars: ae 


Om Bic Lat oko ches: ae 

Wate saute twas -3e ont ‘tcaaueee per en bas . ee 

Wied okey wary Ob meheoarse! a oache - egeq 34 g 
Seapaae floats brs oghie s@ael seiod soy tente 


Segue, Reve he nay «hse rent 900; OL Eo Lien on A 


seubete Yo sive s of qa gine ficme o bas «Gide exvel 

i | yee: Uldsdorg saat 

‘oe ocerd FP 2 yar wes aswOLeRr Mod 

Siifosve Bitiow Fete ,berolinon rast. Berl an .foet cS 
Tettod O0O0,.OL mane som 

ofy Se Grteq lonoiven oft «ef oyedd Brie Bek A 


bith: Efiereoe odd fos) traqe ov iu Te tube Lavan got 
. g 


s/ { 


wey 


pie, toot awl waew? .0 sD TRNWOGIO AM 


“3 


vaicearnay fog 000, So stehcemoods 
. gvobow ad od Bareus Bah OW 1Yivsaea A 
graeeosuevs ye Yo Lewes o Di bed Oa ‘22 ea @ 
ihe in +} tatiy Yloeiow det at a4 el as sone bee me 
fects Jipin Ao oy oY aetile itt Oe “guna sis = 
scimtey Sala nha SH tnodiiw cpastwad .26 acld otmt qa ae 
t oti | os tog sdetemsttes woy eldgoneggs Anute 
; eet e Wo es ddemgidts~sapsd al seg aw “a 
ronked hw Doreiwed 6 omg YL .aqine weated ko oy ott 
So bot Swe ats oi Suh hiinow Bt cktiw Babsanony st9q 
Esonbecst Breyed aiptie togest aritiics mi apeteowhn 
Wiaiens sbitw apy srw aueg Bd Pnave vort il ® 
Ping QARIDY owned Giihe sages pecan cna BROAG aor 
Giesrdaom 


s Srinsh “om thts niet steheG teove okie ait ‘p 


-4118- Mr.Mortimer, cr-ex. 


benefits that you seem to contemplate? 
A That is what we are hoping for. We are hoping 
they will go through to Montreal from Saint John. 

THE CHAIRMAN: Starting from where? What does 
your question contemplate, starting from where? 

MR. O'DONNELL: Ocean freighters. 

THE CHAIRMAN: Coming from where? 

MR. O'DONNELL: From any foreign port, from the 
continent, or anywhere at all. 

THE WITNESS: We are discussing commerce from 
the Maritime ports, particularly from Saint John to 
Montreal. The question was not too clear, 

MR. O'DONNELL: Q. Well, if an ocean going 
vessell can go right on through this canal that you think 
might be built, then it could today travel as far as 
Montreal? 

A Yes, we are hoping that it will, from Saint John 
to Montreal and stop at intermediate points. 

THE CHAIRMAN: I do not understand there what 
the expression from Saint John to Montreal means. If it 
refers to an ocean ship coming in first to Saint John -- 

MR. O'DONNELL: I did not say coming from Saint 
John. I said a ship that would pass right by Saint John, 

TIE WITNESS: We are not talking about all this 
for ships to go by Saint John. 

MR. O'DONNELL: I did not think you were, 
put if you had a canal of a depth of 25 feet, and pre- 
sumably in this day and age it would be built with a view 


to the future, it could accommodate ships that would pass 


right on through? 
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THE WITNESS: Of course, that is the hope, that 
will be large enough to take the larger ships. 
THE CHAIRMAN: Q. But where would these ships 


In our case from Saint John to upper Canadian 


From Seint John? 

Yes, through the canal, 

Where would they get their freight? 

From Saint John, assembled in Saint John. 
Assembled from where? 

Maritime points. 


By ship? 


By water across the bay or manufactured in the 


Saint John area. 


By ship? 
By ship. 
And then sent out on another ship? 
Trans-shipped up through the canal. 


Z 


MR. O'DONNELL: What advantage would there be in 


shipping from say Bathurst, which you mention on page 3, 


down to Saint John to be reshipped? Is that the idea? 


A 


Not necessarily. You see, you speak of Bathurst. 


Tmere is the Bathurst Power and Paper Company. They 


manufacture a certain amount of newsprint. If they care 


to ship that down by a small vessel to Saint John and 


have it collected there with a lot of other merchandise 


and shipped from there overseas through the canal -- it is 


an assembly point. 


Q 


I am thinking of shipments of the products of 
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the Bathurst Power and Paper Company to upper Canada? 

nN Well, that would be a matter for Mr. Matheson to 
answer on freight costs, 

Q The railway would come in there, would it not? 

A I hope so. 

Q And at the present time I assume can give 
adequate service? 

A I have never had any reason to doubt it. 

Q And is not that the case, Mr. Mortimer, with 
respect to all these towns along that shore? 

A This brief is not against the Canadian National, 

Q I know that, but I am just asking if that is not 
true also of Campbellton and Newcastle? 

A There are a lot of things in a small way. There 
are the fishermen who fish off the Caraquet coast, and who 
cannot fish there in the wintertime. They could bring 
their vessels through the canal and fish in the Bay of 
Fundy. It is not only what the B&thurst Power and Paper 
Company do. It is other industries as well. 

Q There are plenty of fishermen now right in the 
Bay of Fundy in the months you speak of? 

A Yes, but we ° could have more. We could grow. 

Q You say at the bottom of page 2: 

"This would help to develop widespread and 
diversified industries." 
Were you here this morning when the suggestion was made 
that the M ritime Freight Rates Act should apply both east 
and west? 
A No, I only came in after lunch. 
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Ontario and Quebec have the effect of bringing into the 
Maritimes,and flooding the Saint John market, all the prod- 
ucts of upper Canada. Would it not flood the Saint John 
market thereby discouraging any further diversified indus- 
try? 

A Of course, in any new move there is an element of 
chance, and we will have to take our chances on that. The 
manufacturers we have spoken to are quite prepared to take 
their chances on that. 

Q Now, you say at page 3 that the richer iron ore 
of the United States is being rapidly depleted. Have you 
any idea of the estimate of the life of those iron ore 
deposits? 

A In the United States? 

Q Yes; 

A I believe two or three years, the richer ore, 
They have 2a lot of the poorer ore, 

Q Your information is two or three years? 

A Well, call it five years if you want to be exact. 

Q well, I am just asking you. Would not the con- 
struction of the canal, such as you suggest, have the 
effect more or less of setting up another transportation 
agency whith would ra@quire government assistance, and which 
in the end result would be competing with that government 
agency which already exists, and which is highly subsidized, 
the 1,0.R.? 

A Would the I.C.R. be able to take it through to 
the United States? 

Q Well, on the movement into the west? 


A On the question of freight rates, is 1t not so that 
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large masses like iron would Ship cheaper by water than by 
rail? Is that not a general principle? I don't know. 
Q Loam just asking you. 
Of course, you are a railway expert and .1.am nor, 
Q What markets are there that you would want to 


reach that you cannot reach now by rail? 


A What do you mean? 

Q And with water competitive rates prevailing? 

A What markets? 

Q Yes, 

A All central Canada and the United States possibly. 


Q But have you not water competitive rates in 
effect to Montreal? 

A You cannot ship by water competing from Saint John 
now. 

Q But can these people on the shore that you 
mentioned, from Bathurst, Campbellton and these places, 
not ship by rail at water competitive rates? 

A I don't know. I am not in a position to answer 


7 


that question, 

Q Just one question on the steel industry. Have 
you surveyed the possibility which you foresee, as set out 
at the bottom of page 3, with anyone in the steel business? 
Do any of the steel people agree with that proposal as 
being feasible? 

A I think, es. i recall it, that pretty nearly every 
business magazine that has come out of the United States 
in the last year or so has emphasized the point of the 
necessity of the American Steel Mills moving to the east 


coast, and taking the authority of these reputable publica- 
tions - and there do@s not seem to be any denial of it - 


I think that may be t.aken as a fact. 
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Q. That is the only information you have? 

A. General information. 

Q. Now, you also mention on page 4 something about 
the cost of freight, and you indicate that sea or water 
traffic is cheaper. The people who operate ships have 
had considerable increase in wages, as well as the railway 
men, in the past few years, have they not? 

A. And a great deal of trouble, too. 

Q. But have not the wage rates of sailors gone up 
considerably more than those of other people? 

A, You mean, proportionately? 

Qe Yes. 

A, I do not know. 

Q. Has not the cost of water transportation and 
ocean rates gone up very considerably? 

AY Is it more expensive to ship by water to-day 
thane 1.18 by rail? I am not a railway man; I do not 
know. 

Q. I was looking at an extract from a report of 
the Department of Agriculture, that is all. 

A. It is cheaper to ship by water than by rail, 

16 30 not? 

Q. I do not know. The Province of New Brunswick, 
in respect to the year 1948, at page 123, says: 

"Present ocean rates are 400 per cent the 
pre-war minimum rates." 

A. That is just the percentage. 

Q, Whereas, railway rates have gone up 21%? 

A, Yes, but I do not know what the base is. 

a You sa&d that the Chignecto had been promised 
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for that statement in some document or other? 

A. We can support that. We purposely, also -- 
have you noticed on the first page -- we purposely said 
that we were avoiding the historical phases of it. We 
did that deliberately. 

Q. I am interested in history to that extent. 

Ay That is a matter of history. 

MR. O'DONNELL: Mr, Chairman, it occuffed to 
us that it might be well to have a map of the area down 
here showing the various railways which serve that area, 
and also clearly indicating these various places, such 
as the one which Mr. Mortimer speaks of, where the canal 
might go. So we have had prepared a map which shows 
the Canadian National lines in red, and the Canadian 
Pacific lines in green, together with its affiliates, 

I think that all these points which were mentioned, such 
as where the coal mines are, and these smaller points, 
can easily be found on it. so I take pleasure in 
handing copies of this map to the Commission. 

THE CHAIRMAN: We had better mark it as an 
exhibit. 

MR. COVERT: Will you file 1t,piease, as 


Exhibit 51. 


EXHIBIT NO. 51 -- Filed by Mr, O'Donnell. 
Map showing C.N. and C.P. 
Lines, ete., in the 
Maritimes, 
MR. O'DONNELL: We have three copies of the 
map, exhibit 51, with us. Thank you, Mr. Mortimer. 


THE CHAIRMAN: Does anybody else wish to ask 


Mr. Mortimer any questions. 
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CROSS-EXAMINED BY MR. FRAWLEY 

Q. Do you not think there is one danger about 
the canal, in that, after you get it operating, the 
railways might quote you competitive rail rates which 
would take away the shipping from the canal? 

A. Do you think, or do you say that they will or 
they won't? 

Q. But isn't that what they do all the time? 

They quote water competitive rates. 

A. We have half a dozen merchants down the street 
here who are competing with each other, but they all seem 
to make’ a living: 

Q. So you do not fear water competitive rates 
taking away business from your canal, and leaving it 


silent and quiet? 


A. The railways are in the hands of very sensible 
people. I do not imagine that they are losing much mone 
on them, 


MR. O'DONNELL: You are thinking of the subsidy 
each year. 
MR. COVERT: Mr. Chairman, I think that 


Professor Love should again take the stand. 


PROFESSOR R. J. LOVE, recalled 
CROSS-EXAMINED BY MR. BARRY 
Q. Mr. Love, I just have one question. You used 
the expression "marginal producers", in respect to the 
potato growers. Would you explain the sense in which 
you used that term, as distinguished from the sense in 
which agriculturists use the word "marginal"? 
i’ T used it in the sense that these growers are 


competitors one with the other, I did not mean to imply 
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that the land area in which the potatoes are grown is 
Sub-marginal lahd, because it is not, 

But in the marketing of potatoes, because the 
growers and shippers compete for markets, there is a 
tendency for them to get down to what we call a "margin"; 
and it does not take very much, Wnder ordinary conditions, 
in the case of a farmer who is just meeting his costs -- 
with the drop of a few cents he may fall down below his 
costs. So, generally speaking, the potato farmer is in 
a hazardous occupation, 

Q. The expression means anyone of several factors, 
one of which could result in changing a situation 
from one of profit to one of loss? 

Re Theat is rignt. 

MR. BARRY: That is all, thank you. 


CROSS EXAMINED BY MR, SHEPARD 

er I just have one or two questions, Professor 
Love. First of all, would it be fair to say that this 
submission that has been filed, and on which you have 
answered questions today, is primarily prepared, purely 
from the point of view of the Government of New Brunswick? 
Is that 2 fair statement to start with? 

Ae Yes. It was prepared for the Government of 
New Brunswick. 

Qe And it expresses the provincial view, of this 
province? 

A. We hope that it does. 

Q. And in the course of its preparation, perhaps 
you could tell me whether any comparative studies were 
made between the incidence of transportation in New 


Brunswick and, let us say, in other areas of Canada, 
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such as Manitoba or Western Canada, generally? 

A. I made no comparisons, personally; and I do 
not think Mr. Barry did. 

Q. Have you given any consideration, or have the 
other people who assisted in the preparation of the brief 
given any consideration as to the effect of your proposal 
on other parts of Canada, on the ecoonomy of other 
parts of Canada, if your proposal were implemented, with 
the result that you had access to the central Canadian 
markets? Have you given any consideration at Ae or 
made any study of the effect of the implementation of 
those proposals on the producers of other parts of 
Canada? 

A. No, we have made no study of it. But it does 
not occur to us that it would hurt the West, if we got 
what we wanted and what we would like to have; and I do 
not think that it would, either. I do not think there 
is any way in which you and the Maritimes would come into 
conflict in this matter. 

MR. BARRY: Mr. Chairman, my learned friend 
Mr. Shepard may not understand our basis, that it is 
not based only on the fact that we would like to have it, 
but it is based on the authorities which are contained 
in the appendix, both as a moral right, and on the 
economic necessities as well. And if Manitoba should 
have some argument which is open to them to produce 
that -- 

MR. SHEpaRD: We will. 


CROSS=EXAMINATION BY MR. MACPHERSON,JR. 
ae When the statement at the bottom of page 6 


was prepared, had you given consideration to the 
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Province of Saskatchewan at that time? You said: 
"The position of New Brunswick is not 
comparable to that of any province outside of the 
Maritimes. Other provinces either produce 
non-competitive products or manufactured goods 
whereas we, broadly speaking, are dependent upon 
primary production, and as has already been pointed 
out, competitive primary products in most cases." 
Do you not think the seme statement of fact applies to 
the Province of Saskatchewan? 

A. The same with Saskatchewan, Wheat would be 
a similar product which would have to be sold in the 
export markets, yes. 

Q. In the same manner as your primary products? 
A. Yes, in that respect, very similarly. 
Q. In other words, you would say that, probably, 
the freight rate problem, as experienced in the province 
of Saskatchewan, is comparable to the problem as 
experienced in New Brunswick? 

Ne Yes. But you have your Crows Nest Pass rates. 

a Yes. 

CROSS-EXAMINATION BY MR, FRAWLEY 

Qe Have you remembered, sufficiently, some of the 
advantages of the Maritimes, when you were drafting 
your brief? 

A. We do not brag about what we have. 

Q. But you certainly have not over-emphasized 
them. You have the St. Lawrence waterway, which enables 
you to obtain from the railways pretty favourable rates? 


A. I do not see how that has anything to do with 
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Q. You have your water compelled rates from Central 
Canada to the Maritimes, and from the Maritimes to 
Central Canada? 

A, I do not think they affect New Brunswick at all. 

Q. No? 

A. You might get special rates for Nova Scotia 
steel and coal but not for New Brunswick, 

Q Have you ever compared what it cost to move 
consumer goods from manufactured ‘centres in Central 
Canada to the Maritimes, as compared to Western Canada? 
Have you ever stopped to go into that at all? 

A. I do not see what you mean. 

Q. Do you not know that there is a great differenc 
in the. freight rate which is paid on consumer goods 
moving into Western Canada, as against those same consumer 
goods moving into the Maritime provinces? 

A. That could be. 

Q. Do you know that the freight on an automobile 
moving from Windsor to Halifax, 1358 miles, that it pays 


s’ whereas that same freight automobile, moving 


Ne 


$1.25 
to Calgary and Edmonton, 2200 miles, pays $3.76? 
A. That could be true, and I think you people 
have a perfect right to kick about it. 
Je I was wondering whether or not ywhad 
remembered sufficiently, while deploring the situation 
in the Maritimes, the fact that, basically, as a starting 
point, you have a pretty favourable freight rate 
structure as compared to the freight rate structure 
which obtainson long haul business in Western Canada? 
Ae We did not object to your getting a good rate, 


and we hope that you -- we do not sce why you would 


pother with our good rate. 
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Q. Please do not misunderstand me about "bother- 
ani, t wondered if you had given sufficient emphasis 
to the case with which you start out, freight-wise? 

A. Compared to Alberta? 

Q. That 18° rieht, 

A. I do not think we should bother about that. 
That is up to you. I cannot see why we should, 

Q. Now, you said that you did not think that 
extending the traffic movement from New Brunswick points 
to Toronto would affect anybody in Wester Canada? 

A. I cannot recall any commodities in which we 
would be competing with you. There may be some. 

Qe Do you not know there is a potato industry in 
southern Alberta now, which, we think, has reached 
rather important proportions? 

Bi I have been told that western potatoes are not 
Fit to eat. That is all that I know about it. Slemck 
do not think we need to worry about that. 

Q. Putting that aside -- because I won't stop 
to talk about the quality of potatoes with you; I want 
to talk about freight rates, and I put it to you that, 
if you have a preferred rate on potatoes from New 
Brunswick to Toronto, you would effectively prevent 
southern Alberta potatoes getting into Toronto, at all. 
What do you say about that? 

As As far as I am concerned, we are willing to 
show you the same consideration. We are not trying to 
keep somebody else out. We do not want to have a rate 
which gives us an advantage over somebody else, 

So you will qualify it to that extent; and if 


Q. 
extending this preferred movement as far as Toronto, 
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and if that kept southern Alberta potato growers out 
of the Toronto market,you would not want it to happen? 

A. We think he should get the same consideration. 

Q. You would want him to ask for a subsidy? 

A, He could do what he likes about it. That is 
up to you, 

Q. Would there be any alternative? 

A. I do not think the southern Alberta potatoes 
would ever compete with New Brunswick potatoes. 

Q. I am discussing the Southern Alberta Vegetable 
Growers' Association which presented a brief at Calgary 
and talked about the advantageous situation of the 
Maritime potato growers, as against themselves. 

A. IL am surprised to hear it. 

Qe I will quote you a rate; a rate from New 
Brunswick to Winnipeg on potatoes, a distance of 1881 
miles, and the rate is 93¢. Now, the rate from 
Lethbridge to Winnipeg, which is 757 miles, is 64¢. 

Do you think there is an anomaly there, to go two 
and a half times the distance for one and a half times 


the rate? 
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A, Your western rate appears high; that is as 
much as I can tell you. 

Q@. The rate from Prince Edward Island to Montreal, 
739 miles, is 35¢; the rate from Lethbridge to 
Winnipeg, 757 miles, exactly the same for comparison 
purposes, is 64¢. You are able to get your market 
much better than we are able to get our market. 

MR. BARRY: Mr. Chairman, I do not wish to 
interrupt, but is my learned friend asking questions, 
making statements, or getting evidence? 

THE CHAIRMAN: He is asking Mr. Love whether 
he knows these things. 

MR. BARRY: Mr. Love is not a rate expert, and 
he does not know the paves tne west, I am sure. 

If Mr. Frawley wants to put that tariff in I have no 
objection. 

MR. FRAWLEY: I will just put it to him as @ 
assumption. 

Q. Assuming these rates, which come out of a brief 
which comes from Calgary, are correct -- if they are 
not correct, Mr. Matheson is your expert and he can change 
them -- assuming that we have to pay 64¢ to get 757 
miles to our market, and you pay 35¢ to get a similar 
distance to your market, all of the disadvantages are not 
in the Maritimes: 

A. Do you want me to answer that as a question? 

Q. Yes, I want you to comment on it, if you would 
be kind enough. 

A. Well, it would appear that your western rates 
are high; that is all I can say about it. I don't see 


what that has got to do with our case, personally, unless 
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you object to our getting some special rates. 

Q. No, I have not said that, Professor Love. 

There is no truck regulation in New Brunswick, no 
regulation as to rates in New Brunswick? | 

A. As far as I know there is not, as to rates. 
There is some regulation regarding weights and things 
of that nature. 

Q. Are you prepared to discuss with me for amoment 
the policy involved in that attitude? I understand that 
the Government of British Columbia is opposed, and does 
not require, or perhaps even permit, the regulation 
OL truck rates? 

A. Well, I would not like to talk about policy 
So Giars il do net know: 

Q. I said British Columbia; I meant New Brunswick. 
I understand that the Government of New Brunswick has no 
regulation of .truck rates in the province; is that so? 

A. As far as I know. 

9. Well, are you prepared to answer 

A. No, IT don't like to state Government policy 
on a matter like that; I don't know. 

Q. You don't really know what the Government 
policy is? 

A. No. I have my own opinion, but that is all; 
it is just a personal opinion. 

oN Thank you. 

THE CHAIRMAN: Any other questions? 

MR. SPENCE: Mr. Chairman, Mr. Barry said 
in his opening remarks this morning that if counsel 
accepted statements in the brief that was presented 


to the Board they might find no need of asking questions 
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about them. I would just like to make sure that I am 

not necessarily agreeing with matters in the brief if 

I do not ask questions about them. I am trying to curtail 
my questions to the minimum at the present time. 


MR. O'DONNELL: That is our position also. 


CROSS-EXAMINED BY MR. SPENCE: 
Q. Professor Love, at the bottom of page 1 and 
the top of page 2 of your brief you say: 

In addition to the scattered nature of our 
populated regions the topography places obstacles bet- 
ween the various areas; the natural channels of 
communication run north and south rather than 
east and west.” 


Now, in the context that statement appears to relate 


to the topography, perhaps, of the whole of Canada? 


A. Yes. 

Q. Rather than the Maritime Provinces alone: 

A. Yes. 

q. Do you net conpider, however, thas Gne of the 


main natural channels of communication of Canada, and 
indeed the whole North American continent, is the 

St. Lawrence iver and the Great Lakes, and that it is 
entirely natural that even out on the prairies 

traffic should travel east and west in conjunction 
with that great system of waterways: 

A. In away; I see your point; but the St. 
Lawrence-Great Lakes system is really more for that 
area itself. To go from Lake Superior to Winnipeg 
is quite a distance, there is a natural barrier 
there of rough country, and certainly the prairie 


economy fits in more with the midwest and the plains 
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of the United States than it does with Ontario; that is 
the point I make there. 
Q. You have made a study of that, have you: 

A, Well, I have not made a special study. It is 
just common sense. Everybody recognizes that. 

MR. SINCLAIR: No, they don't. 

THE WITNESS: Except the C.P.R., maybe. 

MR. SINCLAIR: A lot of other people in the 
west. 

THE WITNESS: Certainly we feel that our 
natural lines of communication are north and south 
rather than across the Appalachian barrier to Montreal. 

MR. SPENCE: Q. In the paragraph at the top 
of page 2 you speak of the Appalachian Highlands, and 
you appear. to suggest that the Maritimes are separated 
from the rest of Canada by the Appalachian Highlands 
and rough forrested terrain? 

As Yes. 

Q. YOu would admit, however, wouldn't you, that 
the Maritimes are connected with the rest of Canada 
not only by the St. Lawrence waterway but by three 
railway lines,and that the Maritimes, with the only two 
winter ports in Eastern Canada, have at least in 
the winter months the bulk of Canadian commerce 
tributary to them? 

A. Yes, they are certainly connected, and we get 
a lot of traffic, but it is expensive and high-cost an.d 
it is not natural. It is much more natural for us 
to trade with the New England States, for example, 
by water than to ship away up around the I.C.R. to 


Toronto. We do it, and we want to do it; we want to 
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keep our situation so that we can continue to do it, 
but it is an unnatural thing, and that is the reason 
we are asking for subsidies, or one of the reasons. 

Q. But you have in your position, and with those 
lines of communication, a hinterland or a tributary 
area that is very large? 

A. I wouldn't say we had much of a -- I don't know 
quite what you mean by a tributary area; to where? 
Montreal? I don't quite get what you mean. 

Q. Well, the Maritimes provide the access of the 
whole of Eastern Canada to the sea in the winter time: 

A. Yes, when they have to, when they don't ship 
through Montreal or Portland or New York. 


Q 


yu @ 


How much Canadian traffic do you suggest goes 
through Portland and New York? 

A. I don't know how much goes, but I think more 
would go if it were not for these art: ficial 
compulsions that we put on, making traffic come down here. 
We are favoured in that. 

Q@. You are favoured in what: 

Bey YoSe; EF think we are. 

Q. Now, you say at the top of page 2 that New 
York is only 660 ‘miles from Fredericton, but actually 
Montreal is only 460 miles from Fredericton by rail; 
fe thay not correct? 

A. I am thinking there of highways. I am pointing 
out that you can drive from here to New York, with 
the modern parkway system, very easily. There is a 
Pull of the New England States for people living here. 
For instance, if I want to take a tr p it is easier 


for me to go down to Boston and New York than it is to 
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go to Montreal by car, and particularly it would be 
true by water if we wanted to ship. The whole point 
is that that is our natural area in which we would 
trade if it were not for the international boundary 
and the fact that we do have trade with Canada which 
we want to develop and keep. It is an unnatural thing, 
and we have to be helped to keep it going. I think 
that is part of our Gase., 
THE CHAIRMAN: Mr. Spence, how far did you 
say Fredericton is from Montreal? 
MR. SPENCE: 460 miles by rail, sir. 
Q. There is one question I would like to ask you, 
Professor Love, as to the last sentence in the third 
paragraph on page 2. You say: 
"We Sincerely believe that the Canadian National Rail- 
way has a capital structure which certainly should be 
revised." 
Just so that we may have your views on the record, would 
you please tell me why you hold such a belief? 
A. What page is that on? 
Q. Page 2, the third paragraph, the fast sentence. 
A. Well, we feel that the burden of fixed charges 
that the C,N:R. has to carry, due to the nature of the 
Building up of the C.N.R. system, is too great, and that 
it should be scaled down to some sort of fair value 
of the ectual value at the present time of their lines 
and system and equipment, so that they would not have 
to take out of their earnings charges which they 
could not be expected possibly to make. 
Q. I am perhaps bordering on Mr. O'Donnell's 


field here, but I just want to point out that the 
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> He Mr. Love, cri-ex. 
Canadian National fixed charges, except equipment 
obligations, pertaining to Eastern lines, that 18; 
in the Maritimes, are only, according to my information, 
about $19,000; practically all of the property used 
in the Maritimes -- 

A. That might be true, but that has nothing to 
do with the whole system. It is the whole system we 
are concerned with. The C.N.R. has to show a deficit 
or a profit or whatever it is, and it is the charges 
of the whole system that come in, not just the eastern 
tines. 

Q But in the Maritimes -- 

A. That is an interesting fact. 

Q. -- the property is entrusted to the Canadian 
National by the Government for operation. 

A That inéiud@es the 1.C .R.; does it ‘? 

Q. I believe so, yes; so that the Canadian 
National has practically no debt structure in the 
Maritimes. 

Now, Mr. Chairman, on pages 3 and 4 of the brief 
the recommendations of the Province of New Brunswick 
are listed, and with reference to the first four 
recommendations dealing with the Maritime Freight 
Rates Act I think it might be useful to the 
Commission if I drew its attention to the Canadian 
Pacific's position, which is that the Maritime 
Freight Rates Act shieald not be extended, as in 
the view of the company transportation subsidies 


are uneconomical. 


THE CHAIRMAN: Do you mean to say, then, 
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that this extension of the preferred movement as far 
as Toronto and then eastward as well as westward, 
does not meet with your approval? 

MR. SPENCE: Exactly, my lord. 

THE CHAIRMAN: Because it would require 
Government assistance to be made ErTTeetiver as that 
what you say? 

MR. SPENCE: We recognize that the Maritime 
Freight Rates Act as it stands is a fact that cannot 
be overlooked, and that the Act cannot be repealed 
overnight and the situation upset in that way, but we 
do oppose any extension of the principle of transportation 
subsidies. 

THE CHAIRMAN: Because it would entail 
a transportation subsidy; that is the reason why 
you would oppose it; is that it 

MR. SPENCE: Because it is uneconomic, my Jord; 
4% is not in accordance with what we submit are proper 
economic principles, and we will of course elaborate 
that fully in our final submissions to the Commission; 
but at the present time I just want to say briefly 
Boat -that te our position. We aré nov asking=ror 
repeal of the Maritime Freight Rates Act, but we just 
oppose the extension in any way of the Act or the 
principle of the Act beyond the Maritime area. 

MR. BARRY: Would my learned friend say 
why it is uneconomic? Why does he say that? 

MR. SPENCE: We will set that out very 
fully in our final brief to the Commission. 

MR. BARRY: The effect of what my learned 


friend says is just, "We don't want it, we don't like 
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Subsidies." Is that right? 

MR. SINCLAIR: We do not think they are 
economic, not on transportation. We will give our 
reasons later. 

MR. SPENCE: Yes. 

Q. Now, Professor Love, at the top of page 8 you 
say: 

",...it is probably true that the Maritime 
Provinces, in proportion to their population 
use the railways for long hauls more often than 
most other sections of the Dominion and 
especially for long-hauls on imported goods,...." 

I think you said to Mr. Covert this morning that a little 
later on in that paragraph the word "export' meant to 
points outside the province? 

THE CHAIRMAN: In Canada. 

MR. SPENCE: Q. In Canada? 

A. In Canada. 

Q. NOw, do you have the same meaning for - 
"imported goods", or does that relate to goods from 
abroad? 

THE CHAIRMAN: Where is the word "imported"? 

MR. SPENCE: In the first sentence, my lord, 
tie fourth Line: 

" ,..use the railways for long hauls more often 
than most other sections of the Dominion and 
especially for long-hauls on imported goods,. 

MR. BARRY: From Central Canada. 

MR. O'DONNELL: The same meaning as the other. 

MR. BARRY: It means from Central Canada. 


THE CHAIRMAN: It means brought from Central 
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Canada? 

MR. BARRY: That is right, sir -- manufactured 
goods imported from another province. 

MRs SPENCE? Q, That 18 the meaning, that you -- 

A. I take it to have the meaning that imported 

goods from Central Canada must have the long haul, but 
for our exports, we do not have very long hauls if 
we export out of New Brunswick; but if we have to 
sell in the Central Canadian market, then we will 
have to use the railways more. That is what I take 
that paragraph to mean. 

“; Then on goods that are imported from abroad, 
wnether from Europe or Africa or the West Indies, or 
eyen from Central Canada, the @istance, I 
suggest, to Maritime markets is less than the distance 
from those countries or areas that I mentioned to any 
part of Western Canada? 

A. On goods imported from abroad we have short 
Pail hauls, that is right, shorter than Western Canada, 
shorter than the prairies, for example; yes, no doubt 
about that. 

Q. On imports from any point abroad, Europe 
or Africa or the West Indies, your distance to the 
Maritimes is less than to any part of Canada? 

A. That is, the vail hauls? 


la 


“w 


> Yee. 
A. Yes, that is right. 


Q. The rail haul and the water haul from 


any country beyond the Atlantic? 
A. The total distance would be less, too, 


including the water haul; that is obvious. 
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Q. Now, on pages 9 to 12 of your brief you deal 
with the effect of freight rates on the New Brunswick 
consumer. In the budget speech delivered by the 
Hon. J. J, Hayes Doone, Provincial Secretary-Treasurer, 
which was delivered on March 23, 1949, I note that 
the revenues for the last fiscal year from New 
Brunswick Liquor Control Board were $6,606,000. Now, 

I suggest to you, Professor Love, that the amount spent 
in New Brunswick on liquor -- that is, granting the 
Government a 50% profit -- would be over $12,000,000, and 
I suggest that that would be approximately twice as 

much as is paid to the Canadian Pacific for freight 
charges in New Brunswick; would you say that that 

was a proper statement? 

A. ‘Well, it may be true, but I do not see why we 
should be denied our liquor here because of high freight 
rates or low freight rates. 

a) I suggest that it is perhaps something other 
than freight rates that is causing the headaches in 
New Brunswick, that is all. 

A. Well, I do not think that your implication 
16 fair... L. think. as) a citizen of New, Brunswicked resent 
Se 

QO... Welly. 1. did not mean you to resent it at all, 
but I merely suggest that the freight rates are really 
very low in this province as compared with some of the 
other expenditures that the population of the province 
is eble to make. 


A. You can make all kinds of comparisons of that 


nature. 


(Page 4147 follows) 
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Q On page 11 in the middle of the page you give 
Some cxamplés of prices of consumer goods in New Brunswick 
as compared with the United States and central Canada. You 
mention electric refrigerators, Frigidaire refrigerators 
and electric stoves. I think you said this morning that 
you thought some of the freight charges were being 


absorbed by the manufacturer? 


A LI was not sure. I don't know for sure, 

Q You said you were surprised the spread was so 
low? 

A Yes, I was surprised at the low charges the rail- 


ways make for carrying a heavy object that far. I really 
was. I think they do a good job. 

Q } I think you said the spread was negligible at 
one time? 

A It is negligible on the particular one we quoted, 
I de not want to give a wrong interpretation there. 

Q I am just speaking of these figures you give on 
the Frigidaire? 

A That the $4 may seem negligible on a purchase 
césting $339, but on 4,000 refrigerators it builds up. 
That is just one of the factors. I mention later on 
there is a comparison on automobiles where the cost is 
$50, and the freight builds up adding to our cost down 
here due to the tariff protection. 

Q In any event, you were surprised that the 
amount was so low? 

A Yes. 

Q I suggest that perhaps you do not realize how 


low the freight charges are that are being made to this 


province. 
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A I think the railways are good. I am proud of our 
Canadian railways. We have no quarrel with them at all. 

Q During the noon recess I obtained the weights and 
freight rates on Frigidaire refrigeradrs and Frigidaire 
electric stoves. I am informed that a Frigidaire 
refrigerator, model MJ7, weighs 315 pounds. The rate from 
Toronto to Saint John and Fredericton is $1.39 l.c.1l. per 
hundredweight, 

THE CHAIRMAN: Hew much® 

MR. SPENCE: $1.39, less carload, and 87 cents 
carload, so that on a refrigerator weighing 315 pounds, if 
my arithmetic is correct, the freight charges would be 
$4.38 if it were an individual shipment 1.c.1., or $2.74 
if it was Shipped carload. The clectric stove, model RK2O, 
has a weight of 270 pounds, and the rate is the same, that 
is, $1.39 1.c.1. and 87 cents carload, so that. the charges 
on a stove of 270 pounds would be $3.76 1.¢c.1. and $2.35 
carload. 

MR. FRAWLEY: Are those the rates to Saint John? 

MRY SPENCE: Saint John and Fredericton; it is 
the same rate. 

THE CHAIRMAN: From where? 

MR. SPENCE: From Toronto. 

Q Therefore I suggest, Professor Love, that the 
spread in the price which you quote here of $4 between 
Ontario and New Brunswick is more than the freight rates, 
except in the case of a refrigerator sent l.c.l. 

A Yes, but carload lots are not likely to come in 


nowe Thatits true. 


MR FRIEL: Q. There is no sbsorption? 
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A No. 


MR. SPENCE: Q. In that same paragraph you point 
out the spread between New Brunswick and the United States 
on these articles is about $120. At several points in 
your brief, and in your evidence this morning, you stated 
that the railways should be made the instrument for remedy = 
ing this situation. I should like to get your views as to 
how the transportation rates could be made a remedy for the 
Situation even if they were reduced to zero because if this 
rate, for example, was reduced to zero you would only 
reduce your prices by something in the vicinity of $4 
whereas you have a spread of $120 between New Brunswick 
and the United States? 

A | These examples show how we in the Maritimes have 
to pay higher costs for our consumer goods, particularly 
the goods that are manufactured under the customs tariff. 
Because of that we feel that since we are subsidizing the 
Central Canada Manufacturer, that everything possible 
should be done to make it possible for us not only to 
buy cheaply’ up there but to sell cheaply up there, and 
that the railways are instruments that will help us to 
do that. That is our case. Your particular example 
of $3 against $150 is not the case we are trying to 
prove at all. It is just the general principle. 

Q IT suggest that even a very great reduction in 
what freight rate there is would have very little effect 
on the spread? 

A A reduction which makes it possible for us to 


sell where we otherwise could not is vital. That is our 


point. 
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Q Well, we will leave that ana go to page 21, In 
the second paragraph on page 21 you say: 

"There it is requested that the Board of Trans+ 
port Commissioners be instructed to regroup freight 
rates from the New Brunswick field," 

So that I take it that you do agree that this is a matter 
that should be dealt with, if it is dealt with, by the 
Board of Transport Commissioners, 

A We think it can be. There may be a legal point 
there that I am not familiar with. 

Q You are not suggesting that the Board does not. 
have the power to do this at the present time, and that 
the Railway Act should be amended to make it mandatory on 
the Board to deal with these rates? 

A As far as I know the Board of Transport Com- 
missioners could do that without any further direction. 

Q And you are aware that the Board has the 
power under the Railway to disallow any tariffs which are 
considered to be unjust or unreasonable? 

A Yes, but we suggest that this Commission might 
draw their attention to this particular case, or any other 
case like it. 

Q But you are not suggesting that the Railway Act 


should be changed to make it mandatory? 


A In this particular case you mean? 
Q Or in a case of this kind? 
A That is a hard one. 


MR. BARRY: We are not asking that the Railway 


Act be amended if they do it otherwise - if they do it 


otherwise. 


A. wee FR sheg Re was - 


. ' rig a Lak ah 
© ¥q_ panet ada Falig Sobegupsy sf VE ote ay 


evi qug@iyoy e¢ Sep agseaAl ae ee SOE 
- " * e a y a) "~) rt, [ 
T hha? welwersisd wel ode Henk Hates” W 


a 4003 aoums ob vay Gadd SP oes F ¥Ors al 
if a Rte SOO OE GE LE uttiw dfisck od Pavers seat 
| ,easagioe lamee grogensat ta pained 
ase #f Soh .oW A 


ad 


ae 
— 
iE wc 
* 
oe 
me 
z 
b> 
er 
= 
BAD 
Ra 
a 
ee 
El 
ag 
aie 


‘ % eee Bre Dey Ae +i 
Adiw wtifmet faa me fT g8hg ater 
. [ *~ , 
a nk ah : at ie PPh pe came Pe yk ae 4 3) 
Biome He wee. ber! a AS SES ee Lee a Ti) 235 4 oe 3p) 


A ng mn 0% ' we + ey eet Fs ay ce Ye AL a TER Ff 
bee , awed dosgeta VAG TA AaAY fe Py Eeted ond seer 


em 


f 


eg¢gaboem ¢f SRR SF HORARMS We PENeNG #oh Yewilon oat 
] Ss os cut oe A ~ are 
tag geod Atiw feeb e¢ Dana Sig 
} #4 pg kh A we pen erat F = wee 9 e 5 7 
moo deogandy? fo Seeed akg wordt [ga Sst BA a 


7 #sdd 6h biven sono team 


; ia ' oy Pure es gue Eee : 
aft ug beso ole Veg gaewh YTS ey Ae ss fl 
Ao Daw Tie : (OS £0 eee & | ang Seng {ured 
" ad ’ 2 oe ae . t ~ 
desossoema ta gauiay ae Op be so @t alog 
- 


Senee 


‘immgo akg dact deogndg ay gud aor . : 
wna Me .SASo & ery igh (y a beg edt netdredey, = Sad WoLR 
$f oti oes 
owfihS ag goed agtgacrave oa ee YOY gee Y 
. a 1 Py oS oy cee iC F 
tutegepnem Th eden od Aoanehe of BiHeHE 
CfSgp vay See Taivelgaag aly As P 
Yhata eidg Te a#ee 8 AE 0 ? 
sane peed we ef gHAF A 
al 
| sizes Pay eis SW PPAAae Pe a 
ft ap yend 2f > seherotte #2 dB Yodd 3s pebusms of age 
wae ae -yqaiwted a 0 
eae noe 
c ot monn cae 
ee ee enn, oe 


_ 
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MR. SPENCE: Q. Since the Board has the power 
now, I should like to know what the province suggests 
should be done? 

A We would like this Commission to recommend to 
the Board of Transport Commissioners that they do it, 

Q And would you suggest that the Board then should 
make the change which you suggest without a review of all 
the circumstances? 

A Oh, no, I think they should investigate it, 

Q Investigate it? 


A And do it if it seems reasonable and fair. 
Q If it seems reasonable? 
A Yes, 


Q That is the very thing that I am suggesting that 
the Board has the power to do now? 

A Well, they may not take action, 

Q Have the New Brunswick coal operators at any time 
made application to the Board? 

A I believe they have. 

Q For the regroupings which you suggest? 

A Whether that particular point was asked for I 
do not know, but they have made representations time and 
again to the Board of Transport Commissioners regarding 
the situation at Minto. I don't know whether that 
particular request was made. I do not believe it has 
been. Mr. Matheson can tell you that better than I can, 

THE CHAIRMAN: Do you not think, Mr. Spence, 

that where the word "instruction" is used, that it comes 
baek to this, that under paragraph 2, clause B, of the 


Order in Council crating this Commission, we are to 
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review the Railway Act with respect to such matters as 
guidance to the Board, and if we think the Board are not 
applying proper principles we can recommend that they act 
on other principles which seem proper to us. 

MR. SPENCE: Yes, 

MR. BARRY: There is one feature that creates 
difficulties for the Board of Transport Commissioners in 
that it is a private spur line made by special arrangement 
between the company and the railway under the C. N. Act, 

THE CHAIRMAN: What do you say about it? 

MR. BARRY: It does create difficulty in that 
there is a special arrangement approved by order in council, 
about which Mr. O'Donnell or Mr, Spence can speak in more 
detail. 

THE CHAIRMAN: Approved by Dominion Order in 
Council? 

MR. BARRY: I believe so. We do not have a copy 
of the agreement, but there is a special agreement between 
the operating company and the railway, and it is called 
a private spur line. That has to be brought up to a 
certain standard. I do not have the agreement, but I am 
sure the C.N.R. have it. 

THE CHAIRMAN: We are discussing just now the 
powers of the Board of Transport Commissioners. 

MR. BARRY: As I understand it, the Board of 
Transport Commissioners would have no power over that 
privat® spur line, 

THE CHAIRMAN: Oh, no, if it is not a dominion 


line they would not. 


MR. O'DONNELL: It is a matter of private contract. 
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-4153- Mr. Love, cr-ex. 


THE CHAIRMAN: But you would have it made a 
dominion line? 

MR. BARRY: We would have some action taken to 
regroup the freight rates from the field, 

THE CHAIRMAN: The regrouping asked for has to 
be done by the Board, but they can only act within their 
jurisdiction, and that extends only to dominion lines, 

MR. BARRY: That is right. 

THE CHAIRMAN: Something may have to be done 
first in regard to the line that you have in mind now. 

MR. BARRY: That is right; there are two features 
Sk Sry 

THE CHAIRMAN: Before they would have any juris- 
Giction over it at all. It might be declared a work for 
the general advantage of Canada, or something like that, 
or joined to a federal line. 

MR, BARRY: Tt could be, sir. 1 18 aectuaiiy 
owned now. 

THE CHAIRMAN: The point does remain that they 
have not jurisdiction, and action would have to be taken 
to give it to them by making it a dominion matter. 

MR. MATHESON: Moy I interject for a moment to 
clear up this point? The order in council is P.C. 1444 
of fugust 23, 1924, which had to do with that particular 
spur line between Hardwood Ridge and Minto. Under the 
Canadian government Railways Act branch lines are within 
the jurisdiction of the Canadian government railways, now 
the Canadian National Railways, to construct, It is my 
opinion and my belief that there could be a case of unjust 


discrimination before the Board of Transport Commissioners 
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~4154- Mr. Love, cr-ex, 


except for that particular proviso of this Order in Council, 
and the fact that it comes within the Conadian National 
Railways Act and is outside of the jurisdiction of the 
Board, I think that is one of the points involved. 

THE CHAIRMAN: Of course, if it is outside the 
jurisdiction of the Board, the Board is powerless, 

MR, MATHESON: That is the point. 

THE CHAIRMAN: An investigation might be directed 
to see how it might be made subject to the Board's juris- 
diction, 

MR. MATHESON: That is right. 

THE CHAIRMAN: And then what principles the Board 
should apply in dealing with it. 

MR. MATHESON: That is the point. 

THE CHAIRMAN: We will adjourn now until tomorrow 


morning. 


---The Commission adjourned at 4,45 p.m. to resume on 
Tuesday, July 19, 1949, at 10,30 a.m. 
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